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Enclosure [(1)

CANAL SATELITE DIGITAL

CANAL SATELITE DIGITAL EXCEEDS 900,000 SUBSCRIBERS
More than three and a half million people enjoy its wide range of services.

Canal Satélite Digital, the number one operator of digital television in Spain, has more than 900,000
homes subscnbed to its range of services. This amounts to 2 potential audience of more than three and a
half millicn people who presently enjoy more than 150 programmes services [rom its varied mulu-
channel offer to which the Champions League of Football has just been added.

Canal Satélite Digital has reached this figure after inangurating its cenue in Madrid which has the biggest
broadcasting capacity in Spanish ferritory and, coinciding with the great challenge involving the
development of new interactive applications which, together with those already existing (interactive
banking, Navigation, Games, Sports...), will, in the coming menths bring 2 commercial gallery of leisure,
entertainment and services to its subscribers’ homes. All this without leaving home and by simply
pressing the Canal Satélite Digital remote control.

Catalonia (191,915), Madrid (148,603), Andalusia (115,785), Valencia (81,160), Canary Islands (71,305),
Galicia (49,198) and Castilla/Ledn (41,947) are the lezders in absolutc figures in the number of
subscribers by Autoromous Region. In relative terms, the most signiﬁc:mt subscriber percentages are to
be found in the Canary Islands, where 18% of homes already enjoy Canal Satélite Dlglta.] thc Balcanc
Isiands (13.4%), Catalonia (9.9%) and Madrid (9.6%). .

The freedom to chose, cinema, football and the vanety of programmes are amongst the main reasons for
subscribing according to Canal Satélite Digital's subscribers. A varicty of programmes which is, on the
one hand, based on a quality offer of a {a edrre television which includes Canal+Digital, the Spanish
Football League and the Champions League, amongst others, and, on the other hand, a wide varicty of
content, which includes first rate warld-wide international channels, such as Disney Channel, Tumer
Classic Movies (TCM), Paramount Comedy, Fox Kids and CNN+, amongst others.

Yours sincerely,
The Press Roomn
Madrid, 5™ June 2000,

Jur 7 1999

Page i

4




Enclosure II(i)

Sogecable Miguel Sartristregui
General Secretary

Madrid, 26" June 2000

NOTIFICATION OF A RELEVANT FACT

Canal Satélite Digital, S.L., a subsidiary of Sogecable, S.A., has today signed a contract with Quiero
Televisidn, S.A. according to which the latter has obtained non-exclusive authorisation to relay National
Football League games and the Copa de S.M. El Rey that Audiovisual Sport, S.L. produces for
broadcasting under the pay-per-view method. Said authorisation will expire at the end of the 2008/2009
season provided Canal Satélite Digital, S.L. is able to renew the bare ownership and Audiovisual Sport,
S.L. the usufruct over the said rights as from the 2003/2004 season. If such renewal is not obtained, the
authorisation will only last until the end of the 2002/2003 season.

By way of consideration for said authorisation Quiero Television, S.A. will pay Canal Satélite Digital,
S.L. the amount of eleven thousand two hundred and fifty million pesetas (11,250 million pesetas).
Quiero Televisién, S.A., like the other Operators that distribute these services, will be completely free to
determine the price applicable to the end consumers, will also pay a remuneration to Audiovisual Sport, -
S.L. that will be determined depending on the number of consumer units of its subscribers,.subject to-a
minimum guaranteed amount. : '

The contract's entry into force is conditional on its ratification by the Executive Committee of Quiero
Television, S.A..
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Enclosure II(ii)

Sogecable José Maria Méndez Zori
Assistant to the General Secretary

Madrid, 7" July 2000

NOTIFICATION

Further to the relevant fact dated 26™ June 2000, this is to inform yoﬁ that the contract signed between
Canal Satélite Digital, S.L. and Quiero Televisidn, S.A. has been approved and ratified by the latter's
Executive Committee, according to a formal notice dated 30™ June 2000.
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Enclosure YI(iii)

Sogecable

Madrid, 18" July 2000

NOTIFICATION OF A RELEVANT FACT

Canal Satélite Digital, S.L., a subsidiary of Sogecable, S.A., has entered into a framework agreement with
the Agrupacion de Operadores de Cable (AOC) according to which the members of the said Agrupacion
may enter into individual agreements with Canal Satélite Digital and Audiovisual Sport for the non-
exclusive relay of National Football League games and the Copa de S.M. El Rey that Audiovisual Sport,
S.L. produces for broadcasting under the pay-per-view method. The authorisation will be operative until
the end of the 2008/2009 season provided Canal Satélite Digital, S.L. is.able to renew the bare ownership
and Audiovisual Sport, S.L. the usufruct over the said rights as from the 2003/2004 season. If the said
renewal is not obtained, the authorisation will expire at the end of the 2002/2003 season.

The aggregated remuneration that the operator members of AOC must pay to Canal Satélite Digital, S.L.
for signing the pertinent individual contracts amounts to eight thousand two hundred and twelve million
pesetas (8,212 million pesetas). These operators, which will be completely free to determine the price
applicable to the end consumers, will also pay a remuneration to Audiovisual.Sport, S.L. that will be
determined depending on the number of consumer units of its subscribers, subject.to a minimum
guaranteed amount. : ‘

The Agrupacion de Operadores de Cable has undertaken to withdraw the complaint filed against

Sogecable and Telefénica before the European Commission. This withdrawal follows the withdrawal
already made by Quiero TV, S.A. as a result of the agreement entered into with it on 26™ June last.

Page 4




Enclosure II(iv)

Sogecable José Maria Méndez Zori
Assistant to the General Secretary

Madrid, 8" August 2000

OTHER COMMUNICATIONS

In accordance with the provisions of paragraph I1.10.2.2. of Chapter II of the SOGECABLE S.A. Public
Offer of Sale and Subscription of Shares Prospectus issued on 20™ July 1999, we hereby inform you that
SOGECABLE S.A. has paid the deferred discount right to which those employees were entitled who
acquired SOGECABLE S.A. shares in the employees minority tranche and who have shown they have
continuously maintained a minimum daily balance at least equal to the number of shares adjudicated
- thereto since the date of the sale (20" July 1999) until 20" July 2000, inclusive. The amount per share is -
0.7050 Euros, equal to 3% of the Offer Price. This amount has been paid by SOGECABLE S.A. with a
value date of 8" August 2000, in accordance with the provisions in such regard set forth in the
SOGECABLE S.A. Public Offer of Sale and Subscription of Shares Prospectus registered with the
National Securities Market Commission on 30" June 1999.
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Enclosure II(v)

So gecable Miguel Satristegui
General Secretary

Madrid, 31* August 2000

OTHER COMMUNICATIONS

This is to inform you that after having compared the details relating to significant shareholdings recorded
in the Sogecable, S.A. Shareholders Register against the information contained in the public register held
by the National Securities Market Commission, the following discrepancies have been noted:

CNMV DETAILS . SHAREHOLDERS® REGISTER

Dta. Indta. . Total Dta, Indta. Total . .. -
Banca March 0.00 - 13.390 13.390 0.00 12.23 12.23
BBVA 0.097 6.046 6.143 0.48 6.03 6.51
CANAL + 21.26 0.00 21.26 21.27 0.00 21.27
CORP. GRAL FINAN, 6.026 0.00 6.026 6.03 0.00 6.03
DEYA 8.73 0.00 8.73 7.18 0.00 7.18

The aforementioned information is given for the purposes of the new technical calculation and
composition of the Ibex index rules without prejudice to notice being given, when pertinent, setting out
the significant holdings once all transactions undertaken to date have been included.
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Enclosure ITI(ii)

Security Reference

| ] GENERAL
INFORMATION RELATING TO:
SEMESTER 30-06 YEAR 2000

1. ISSUER'S DETAILS

Company Name:
SOGECABLE, S.A.

COMPANY ADDRESS: TAXID No:
GRAN VIA, 32 MADRID JRTT—
State the names of those persons who are responsible for this information, the office held Signature:

and describe the power of attorney or other powers under which the said persons
represent the company: T

MIGUEL SARTRUSTEGUI GIL-DELGADO, General Secretary of the
Sogecable Group. Powers of representation by public deed dated 8/5/98
protocol no. 1.442,

MATILDE CASADO MORENO, Finance Director of the Sogecable Group
Powers of representation by public deed dated 9/6/93 protocol no. 1.775.

SEMESTRAL INFORMATION REQUIRED
(mark with an "x" if affirmative)

o : [ Individual [ Consolidated

L Description of Issuer 0010 x x
IL Changes to the Consolidated Group 5620 ”
IIl.  Presentation Basis & Valuation Rules 5030 x X
IV. Balance Sheet 040 T = x
V. Profit & Loss Account 0050 X X
VI.  Distribution by Activity of the Net Turnover figure 0060 " X
VII.  Number of Employees 0470 x p
VIII. Evolution of the Business 0080 " x
IX. Dividends Distributed 0090 X

X. Significant Facts 0100 3 X
X1.  Explanatory Annex of Significant Facts 0110 " <
XII.  Auditors’ Special Report 0120
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II. CHANGES TO COMPANIES FORMING PART OF THE CONSOLIDATED GROUP 19

REFER TO ANNEX 1

I11. PRESENTATION BASIS & VALUATION RULES

(In regard to the preparation of the data and information of a financial and accounting nature included in this
periodical public information release, the principles, the valuation rules and accounting criteria established in the
legislation in force for the preparation of information of a financial and accounting nature to be included in the
annual accounts and intermediate financial statements relating to the sector to which the company belongs must
be applied. If, exceptionally, the generally accepted accounting principles and criteria required under the
legislation in force have not been applied to the data and information attached hereto, this fact must be stated and
sufficient explanation given therefor. It should be stated what influence any such failure to apply said rules might
have on the assets, financial situation and the profits of the company or its consolidated group. Additionally, and
to the same extent as aforementioned, and in relation to the last audited annual accounts, mention must be made
and comments provided in respect of any changes, if any, that have arisen regarding the accounting criteria used
in the preparation of the reports attached hereto. If the same accounting principles, criteria and policies as for the
last audited annual accounts have been applied, and if the same are in accordance with the accounting rules in
force that are applicable to the company, this must be expressly stated).

In the preparation of the data and information of a financial and accounting nature included
in this periodical public information release the valuation rules and accounting criteria .
established in the legislation in force for the preparation of information of a financial and s e
accounting nature to be included in the annual accounts and intermediate financial ‘
statements have been applied. : :

NOTE: if there is insufficient space in the boxes to set out the required information, the company may attach as many additional pages as it deems
necessary.
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ANNEXI

CHANGES IN THE CONSOLIDATION STRUCTURE OF THE CONSOLIDATED GROUP

In the first semester of the 2000 financial year the following changes arose in the structure of the
consolidated group:

o In March 2000, the company TW SPANISH TV INVESTMENTS, LLP, a subsidiary of TIME
WARNER ENTERTAINMENT COMPANY, LP (WARNER BROS.), subscribed 10% of the share
capital of CANAL SATELITE DIGITAL, S.L. which meant that SOGECABLE, S.A.'s holding in the
latter's share capital became 83.25%.

e Also, on 22™ February 2000, WARNER BROS. acquired 10% of the share capital of CINEMANIA,
S.L., therefore, SOGECABLE, S.A.'s direct and/or indirect holding in said company became 90%.

e On 17" March 2000, SOGECABLE INTERNET, S.L. was incorporated and it later changed its name
to PLATAFORMA LOGISTICA DE USUARIOS DE SOGECABLE, S.L. with the Sogecable Group
holding 100% of the share capital. Its activities involve the creation, production and sale of all kinds
of multimedia hardware and software products and services.
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Iv. BALANCE SHEET OF THE INDIVIDUAL COMPANY

(Units in millions of pesetas)

ASSETS Current Previous
Year Year

A) SHAREHOLDERS WITH NON-PAID UP SHARE CAPITAL 0200 0 0
I Establishment expenses 0210 3,662 2,257
1I. Intangible fixed assets 0220 13,159 11,351

IL.1 Rights/property under financial leasing 0221 Y 0

11.2 Other intangible assets 0222 13,159 11,351
IIL.- Tangible assets 0230 6,124 8,294
V.- Investments 0240 53,301 43,284
V.- Long term treasury shares 0250 0 0
V1.- Long term trading debtors 0255 - 0 0
B) FIXED ASSETS (1) 0260 76,246 65,186
C) EXPENSES DISTRIBUTABLE OVER SEVERAL
FINANCIAL YEARS (2} 0280 537 814
I.- Shareholders with paid up share capital 0290 0 0
11.- Stocks 0300 15,254 11,065
1I1.- Debtors 0310 35,971 24,924
Iv.- Short term financial investments 0320 346 337
V.- Short term treasury shares 0330 0 0
VI.- Cash 0340 239 74
VII.- Periodical adjustments 0350 4,556 4,184
D) WORKING CAPITAL 0360 56,366 40,584
TOTAL ASSETS (A+B+C+D) 0370 133,149 | 106,584 ..

LIABILITIES Current | Previous
Year Year
I.- Subscribed capital 0500 32,287 30,049
II.- Reserves 0510 34,006 9,953
I.- Results of previous financial years 0520 -5,535 -3,840
V.- Results of the period 0530 929 -250
V.- Dividends on account paid in the financial year 0550 0 0
A)EQUITY 0560 61,687 35,912
B) EARNINGS DISTRIBUTABLE IN SEVERAL FINANCIAL
YEARS 0590 0 0
C) PROVISIONS FOR RISKS AND EXPENSES 0600 918 1,191
I.- Issue of debentures and other negotiable securities 0610 0 0
1I.- Debts with credit entities 0615 9,931 2,000
IIL.-  Debts with Group and Associated Companies 0620 0 0
V.- Long term trade creditors 0625 . 0 0
V.- Qther long term debtors 0630 10,009 11,078
D) LONG TERM CREDITORS 0640 19,940 13,078
1.- Issue of debentures and other negotiable securities 0650 ‘ 0 0
II.- Debts with credit entities 0655 7,714 21,044
.- Debts with Group and Associated Companies 0660 8,189 8,692
V.- Commercial creditors 0665 28,924 20,080
V.- Other short term debts 0670 5,777 6,587
VI.- Periodical adjustments 0680 0 0
E) SHORT TERM CREDITORS 0690 50,604 56,403
F) PROVISIONS FOR SHORT TERM RISKS AND EXPENSES
0695 0 0

MA003684273.DOC
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TOTAL LIABILITIES (A+B+C+E+F)

l

0700

l

133,149 106,584

V. INDIVIDUAL RESULTS OF THE COMPANY

(Units in millions of pesetas)

Current Year Previous Year

Amount % Amount %
+ Net turnover figure 0800 50,712§ 100.00% 44,176 100.00%
+ Other earnings 0810 1 0.00% 0 0.00%
+/- Changes in stocks of finished products and products in 0820 0 0.00% 0 0.00%
progress
= TOTAL VALUE OF PRODUCTION 0830 50,7131 100.00% | 44,176 100.00%
- Net Purchases 0840 -27,234} -53.70%| -22,003} -49.81%
+/- Changes in stocks of goods, raw materials and other 0 0.00% 0 0.00%
consumables 0850
- External and export expenses 0860 -13,693 | -27.00% ] -11,8731 -26.88%
= ADJUSTED ADDED VALUE 0870 9.786{ 19.30% 10,300} 23.32%
+/- Other expenses and earnings 0880 0 0.00% 0 0.00%
- Personnel expenses 0890 -4,031 -7.95% -2,703 ~6.12%:-
= GROSS TRADING RESULTS 0900 5,755 11.35% 7,597] 17.20%1
- Charge for depreciation of intangible assets 0910 -3,136)  -6.18% 23376  -7.64%
- Charge to reserve fund 0915 0 0.00% 0 0.00%
- Change in working capital provisions 0920 0 0.00% 0 0.00%
= NET TRADING RESULTS 0930 2,619 5.16% 4,221 9.55%
+ Financial income 0940 1,411 2.78% 1,611 3.65%)
- Finanicial expenses iR 0950 8951 -1.76% -877] =1.99%| -
+ Capitalised interest and exchange differences - 0960 0 0.00% 0 ' 0.00%} .
- Amortisation-and financial provisions charges 0970- 0 0.00% 0] -0.00%]| -
= ORDINARY TRADING RESULTS - 1020 3,135 .6.18% 4,955 1. 11.22% |
+/- Results from intangible, tangible and control portfolio 1021 0 0.00% 0 0.00% |
- Change in provisions for intangible, tangible and control 2,176 -4.29% <7,391| -16.73%
portfolio 1023
+/- Results of transactions with treasury shares and own 0 0.00% 0 0.00%
debentures 1025 .
+/- Prior financial year results 1026 0 0.00% 0 0.00%
+/- Other extraordinary results 1030 47 0.09% 1,072 243%
= RESULTS BEFORE TAX 1040 1,006 1.98% -1,3641  -3.09%
+/- Corporate and other taxes 1042 770 -0.15% 1,114 2.52%
=FINANCIAL YEAR RESULTS 1044 929 1.83% -250) -0.57%

MAO003684273.DOC
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IV. BALANCE SHEET OF THE CONSOLIDATED GROUP

(Units in millions of pesetas)

ASSETS Current year | Previous year
A} SHAREHOLDERS WITH UNCALLED CAPITAL 1200 0| 0
L- Establishment expenses 1210 12,969 8,703
II.- Intangible fixed assets 1220 36,437 30,676
11.1 Rights/property under financial leasing 1221 0 0
11.2 Other intangible assets 1222 36,437 30,676 |
1I.- Tangible fixed assets 1230 43,891 45,738
IV.- Investments 1240 55,107 34,229
V.- Long term shares of controlling company 1250 0 0
V1.~ Long term trading debtors {255 0 0
B) FIXED ASSETS 1260 148,404 119,346
C) CONSOLIDATED GOODWILL 1270 1,228 1,566
D) EXPENSES DISTRIBUTABLE OVER SEVERAL
FINANCIAL YEARS 1280 3,030 1,968
L- Shareholders with called up capital 1290 0 0
1I.- Stocks 1300 21,167 14,415
1.~ Debtors 1310 47,346 37,903
V.- Short term financial investments 1320 1,723 4,699
V.- Short term controlling company shares 1330 0 0
VI.- Cash - 1340 1,606 1,139
V.- Periodical adjustments 1350 5,842 5,586
E) WORKING CAPITAL 1360 77,684 63,742
TOTAL ASSETS (A+B+C+D+E) 1370 230,346 186,622
: - Current Year | Previous
LIABILITIES - Year
I- Subscribed capital 1500 . 32,287 30,049 |-
IL.- Controlling company reserves 1510 28,471 6,113
{IL.- Consolidated companies' reserves 1520 -473 153
1V.- Conversion differences 1530 0 0
V.- Results imputable to the controlling company 1540 345 -1,108
VI.- Dividends on account paid in the financial year 1550 0 0
A) EQUITY 1560 60,630 35,207
| B) EXTERNAL SHAREHOLDERS 1570 3,915 1,263
C) NEGATIVE CONSCLIDATED DIFFERENCE 1580 0 0
D) EARNINGS DISTRIBUTABLE OVER SEVERAL
FINANCIAL YEARS 1590 9,046 47
E) PROVISIONS FOR RISKS AND EXPENSES 1600 1,255 3,917
L- Issue of debentures and other negotiable securities
1610 0 0
IL.- Debts with banks 1615 60,196 64,560
Il - Long term trade creditors 1625 0 0
V.- Other long term debts 1630 13,041 11,236
F) LONG TERM CREDITORS 1640 73,237 75,796
I- Issue of debentures and other negotiable securities
1650 0 0
1I.- Debts with banks 1655 11,851 25,645
III.- Commercial creditors 1665 45,410 32,870
V.- Other short term debts 1670 11,621 10,513
V.- Periodical adjustments 1680 13,381 1,364
G) SHORT TERM CREDITORS 1690 82,263 70,392
H) SHORT TERM PROVISIONS FOR RISKS AND
EXPENSES 1695 0 0
TOTAL LIABILITIES (A+B+C+D+E+F+G+H) 1700 230,346 186,622

MAQ03684273.DOC
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V. CONSOLIDATED GROUP RESULTS

(Units in millions of pesetas)

Current year Previous year
Amount % Amount %

+ Net turnover figure 1800 73,976 | 100.00% ( 60,128 100.00%
+ Other eamnings 1810 3,083 4.17% 1,636 2.72%
+/- Changes in stocks of finished products and in progress 1820 0 0.00% 0 0.00%
=TOTAL VALUE OF PRODUCTION 1830 77,059 104.17% | 61,764 102.72%
- Net Purchases 1840 -36.414| -49.22% | -28,795 -47.89%
+/- Changes in stocks of goods, raw materials and other 1850 0 0.00% 0 0.00%
consumables
- External and export expenses 1860 -24,967) -33.75%] -21,307 -35.44%
= ADJUSTED ADDED VALUE 1870 15,678 | 21.19% 11,662 19.40%
+/- Other expenses and eamings 1880 0]  0.00% 0 0.00%
- Personnel expenses 1890 -7,171 -9.69% 5,223 -8.69%
= GROSS TRADING RESULTS 1900 8,507 11.50% 6,439 10.71%
- Charge for depreciation of intangible assets 1910 -9,273} -12.53% -8,675 -14.40%
- Charge to reserve fund 1915 0 0.00% 0 0.00%
- Change in working capital provisions 1920 0 0.00% 0 0.00%
=NET TRADING RESULTS 1930 =766 -1.04% -2,218 -3.69%
+ Financial income 1940 906 1.22% 1,288 2.14%
- Financial expenses 1950 -2,467| -3.33% -2,709 -4.51%
+ Capitalised interest and exchange differences 1960 0 0.00% 0 0.00%
- Amortisation and financial provisions charges 1970 0 0.00% 0 0.00%
+/- Conversion results 1980 0 0.00% 0 0.00%
+/- Participation of equity method companies in results 1990 -3,196 4.3% -4,235 7.0%
- Amortisation of consolidated goodwill r 2000 22221 -0.30% -222 -0.37%
+ Reversion of negative consolidated differences- s o | 2010 0 0.00% 4 0.00% | -
= RESULT OF ORDINARY OPERATIONS i 2020 -5,7451  -1.77% -8,096 -1346% |
+/- Results from intangible, tangible, material fixed assets and 2,713 3.67% 0 0.00%
control portfolio ; 2021 P
- Changes in intangible, tangible, material and contro! portfolio | 0 0.00% 0 0.00%
_provisions 2023
+/- Results of transactions with treasury shares and own 0 0.00% 0 0.00%
debentures - 2025
+/- Prior financial year results 2026 0 0.00% 0 0.00%
+/- Other extraordinary results 2030 92 0.12% 1,169 1.94%
= RESULTS BEFORE TAX 2040 -2,940( -3.97% -6,927 -1.1.52%
+/- Tax on profits 2042 2,896 3.91% 5,487 9.13%
=CONSOLIDATED RESULT FOR THE FINANCIAL YEAR -44 -0.06% -1,440 -2.39%

2044
+/- Results imputed to external shareholders 2050 388 0.53% 332 0.55%
=FINANCIAL YEAR RESULTS IMPUTED TO THE
CONTROLLING COMPANY 2060 345 0.47% -1,108 -1.84%
MA003684273.DOC
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VL. DISTRIBUTION BY ACTIVITY OF THE NET TURNOVER

INDIVIDUAL CONSOLIDATED
Current | Previous | Current | Previous
ACTIVITY Year Year Year Year

2100 1] 0 0 0
SUBSCRIBERS 2105 33,776 31,669 57,982 51,751
ADVERTISING 2110 3,180 2,447 3,697 2,699
OTHERS 2115 13,756 10,060 12,297 5,678
2120 0 0 0 0
2125 0 0 0 0
2130 0 0 0 0
2135 0 0 0 0
2140 0 0 0 0
Executed works pending certification (*) 2145 0 0 0 0
Total INCN 2150 50,712 44,176 73,976 60,128
Internal market 2160 50,712 44,176 73,976 60,128
Exports: European Union 2170 0 0 0 0
OECD Countries 2173 0 0 0 0
| Other countries . o[ 2175 0 0 O 0

(*) Only construction companies to complete

VII. AVERAGE NUMBER OF PERSONS EMPLOYED DURING THE PERIOD

INDIVIDUAL CONSOLIDATED
Current | Previous | Current | Previous
year year year year
TOTAL NUMBER OF PERSONS 3.000 936 709 2,438 2,078
EMPLOYED

VIII. EVOLUTION OF THE BUSINESS

(The information to be included under this heading, in addition to performing those provisions set out
in the instructions for filling in this semestral information form, must expressly mention the following:
evolution of the revenue figure and costs related to said figure; composition and analysis of the main
transactions that have generated extraordinary results; comments on the most relevant investment and
divestment transactions, giving an explanation of the effect thereof on the company's working capital
and, especially, on the treasury situation of the same; a sufficient explanation about the nature and
effects of any entries that have given rise to a significant change in revenues or in the company's
results in the current semester as compared with those notified in the previous quarter).

REFER TO ANNEX II
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VIII. EVOLUTION OF THE BUSINESS

(The information to be included under this heading, in addition to performing those provisions set
out in the instructions for filling in this semestral information form, must expressly mention the
following: evolution of the revenue figure and costs related to said figure; composition and analysis
of the main transactions that have generated extraordinary results; comments on the most relevant
investment and divestment transactions, giving an explanation of the effect thereof on the
company's working capital and, especially, on the treasury situation of the same; a sufficient
explanation about the nature and effects of any entries that have given rise to a significant change in
revenues or in the company's results in the current semester as compared with those notified in the
previous quarter). ' ‘

REFER TO ANNEX II

NOTE: if there is insufficient space in the boxes to set out the required information, the company may attach as many additional pages as it deems
necessary.
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ANNEX 1T
SUBSCRIBERS

There have been a number of changes in the dates of sporting events in the second quarter of 2000 that have given rise to
differences in the number of subscribers as compared with last year: the Spanish football league ended at the start of May due
to the holding of the European Football Champions 2000, which were broadcast on TV in open format, in accordance with the
Spanish rules. These facts brought forward the usnal drop in the number of subscribers in the summer months, but this has not
prevented the growth of the Group's subscribers reaching its target during the semester:

Canal + is already installed in almost 1,790,000 Spanish homes. More than 90% of Canal Satélite Digital subscribers select the
digital version of Canal + which increased its subscribers by 21.7% in the last twelve months.

30/06/2000  31/12/1999 30/06/1999  06/00 vs 12/99  06/00 vs 06/99

Canal + Analdgico 963,659 1,005,807 1,004,429 -4.2% -4.1%
Canal + Digital 825,241 760,424 678,332 8.5% 21.7%
TOTAL CANAL + 1,788,900 1,766,231 1,682,761 1.3% 6.3%

CANAL SATELITE DIGITAL exceeded 900,000 subscribers by the end of this first semester 2000, a growth figure of 26.7%
in the last twelve months.

30/06/2000  31/12/1999 30/06/1999  06/00 vs 12/99  06/00 vs 06/99

CANAL 904,401 813,490 713,741 11.2% 267% -

SATELITE ‘

DIGITAL
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RESULTS

The Sogecable Group's revenues, in the first semester 2000, amounted to 77,059 million pesetas (463.1 million Euros), 24.8%
more than the revenues obtained in the first six months of 1999.

The following is a breakdown of the revenues by activity:

152000 151999 152060 151999
M Ptas. M Ptas. M Euros M Euros
 (Unaudited) (Unaudited) - (Unaudited) (Unaudited) % variation-

TOTAL REVENUES 77,059 61,764 463.1 371.2 24.8%
Subscribers 57,982 51,751 348.5 311.0 12.0%
Advertising 3,697 2,699 222 16.2 37.0%
QOther revenues 15,380 7,314 92.4 44.0 110.3%

Income from subscribers represents 75% of the total revenues of the Group, and it continues to grow both due to the growth of
the number of subscribers themselves and because of the increase of average spending by subscribers. Revenues from
advertising continue to show strong growth of 37%, with the turnover by Canal Satélite Digital and the thematic channels
producing the biggest growth in percentage terms.

Growth of other income is basically due to football pay-per-view sub-licences which Canal Satélite Digital began to record in
September 1999, to growth in revenues by the subsidiary channel producers, and to the increase in the sales effort by Canal
Satélite Digital.

Spending grew by 26.5% as compared with the first semester of 1999 due to the greater number of subscribers to Canal
Satélite Digital and Canal +, to the 1mputat10n of spending from football sub-licences and the unprovement m content by Canal
+and Canal Satélite Digital. St

The increase in personnel expenses shows the increase in the number of employees of the Group {2,438 in 2000 as compared
with 2,078 in 1999) due to the higher activity rate and development of new products.

The Gross Trading Results (EBITDA) reached 8,507 million pesetas (51.1 million Euros), exceeding the results of the previous
year by 32.1% which has made it possible to reduce Net Trading Losses to 766 million pesetas (4.6 million Euros) as against
the 2,218 million pesetas (13.3 million Euros) in 1999.

During this first semester of 2000, the associated companies contributed to the Group's results with losses of 3,196 million
pesetas (19.2 million Euros), of which 2,670 million pesetas relates to Audiovisual Sport.

The Net Consolidated Resulis attributed to the Controlling Company, after tax and minority interests, shows a profit of 345
million: pesetas (2.1 million Euros) as against losses of 1,108 million pesetas in 1999 (6.7 million Euros).
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IX. DIVIDENDS DISTRIBUTED DURING THE PERIOD
(State the dividends distributed since the commencement of the financial year)

% over Amount
nominal Pesetas per (Millions
value share pesetas)
1. ORDINARY SHARES 3.100 0.0 0.0 0
2, PREFERENCE SHARES - | 3110 0.0} - 0.0 0"
3. NON-VOTING SHARES 3.120 0.0 0.0 0
Additional information regarding the distribution of dividends (on account, complementary, etc.)
SOGECABLE, S.A. has not distributed any dividends during the first semester of the 2000 financial
year.
X. SIGNIFICANT FACTS (*)
YES | NO

1.- Acquisition or transfer of holdings in quoted companies giving rise to the 3200 X
obligation to comufiunicate such acquisition or transfer (art 53 of the LMV) (5%
and multiples thereof) C '
2..- Acquisition of treasury shares giving rise to the obligation to communicate 3210 X
such acquisition according to additional provision 1 of the LSA (1%) -
3.- Other significant increases or reductions of assets (participations over 10% 3220 X
in unquoted companies, relevant material investments or disinvestments, etc.)
4.- Increases and reductions of share capital or of the value of the securities 3230 X
5. Issues, reimbursements or cancellations of loans 3240 X
6.- Changes of directors or of the Board of Directors 3250 X
7.- Changes to the Corporate Bylaws 3260 X
8.- Restructuring, mergers or de-mergers 3270 X
9.- Significant changes in institutional regulations of the industry with a 3280 X
significant effect on the economic or financial situation of the Company or the
Group
10.- Litigation or contentious proceedings 3290 X
11.- Insolvencies, suspensions of payment, etc. 3310 X
12.- Special restriction agreements or total or partial assignment or waiver 3320 X
agreements of the political and economic rights attached to the Company’s
shares
13.- Strategic agreements with domestic or international groups {exchange of 3330 X
shaze packages, efc.)
14.- Other significant facts 3340 X

(*) Mark the pertinent box with a "x", and in the affirmative case, attach an explanatory annex setting out the notification date
to the CNMYV (National Securities Market Commission) and to the SRVB.
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XI. EXPLANATORY ANNEX OF SIGNIFICANT FACTS

REFER TO ANNEX III

NOTE: if there is insufficient space in the boxes to set out the required information, the company may attach as many additional pages as it deems
necessary.
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ANNEX III
EXPLANATORY ANNEX OF SIGNIFICANT FACTS
Point 3 .-

(Fact notified on 15" February 2000)

In March 2000, the company TW SPANISH TV INVESTMENTS, LLP, a subsidiary of TIME WARNER
ENTERTAINMENT COMPANY, LP (WARNER BROS.), subscribed 10% of the share capital of .CANAL SATELITE
DIGITAL, S.L. Also, on 22™ February 2000, WARNER BROS. acquired 10% of the share capital of CINEMANIA, S.L.

(Fact notified on 3* May 2000)

On 3™ may 2000, Sogecable, S.A. exercised the option that DTS DISTRIBUDORA DE TELEVISION DIGITAL, S.A. (VIA
DIGITAL}) gave it to acquire a non-exclusive licence over the Champions League rights for the 2000-2001 season.

Sogecable has exercised this option for the use of the right in the pay per view system by means of Canal Plus analdgico and
Canal Plus digital.

As already mentioned in the Company's Public Offer of Sale and Subscription of Shares Prospectus of June 1999, the cost of
this right amounts to approximately 4,500 million pesetas. :

Point 6.-
(Fact notified on 4™ March 2000)

As a resuit of the resignation filed by the director, EDICIONES MONTEANETO, S.A., the Board of Directors, in the exercise
of its powers provided for under Article 138 of the Companies Act, appomted Mr. Gregorio Marafion y Bertran de Lis as
Director, HE S

(Fact notified on 16" May 2000)

The Board of Directors meeting, held prior to the General Meeting, accepted the resignations of the Directors, Eventos, S.A.,
Corporacion Financiera Caja de Madrid, S.A., Mr. Vicente Eulate Mac-Mahon and Mr. Antonio Lépez Fernindez and Mr.
Juan Maria Aronas Uria was appointed to replace the vacancy left by Eventos, S.A., Mr. José Maria Garcia Alonso to cover the
vacancy left by Corporacion Financiera Caja de Madrid, S.A., Mr. Luis Lobdn Gayosc and Mr. Jaime Terceiro, who came on
board as independent directors, to cover the vacancies left by Mr. Antonio Lopez Fernandez and Mr. Vicente Eulate Mac-
Mahon, respectively. All of the said appointments have been ratified by the General Meeting. Also, the Board of Directors
resolved on the continuance in office of Mr. Leopoldo Rodés Castaiié as an Independent Director.

Point 7.-

(Fact notified on 16® May 2000)

The Shareholders in General Meeting held on 16® May 2000 resolved to amend Article 28 of the Corporate Bylaws which
Article shall henceforth read as follows:

"The directors' remuneration, which in no case shall consist of a share in the profits, shall be paid by way of attendance
allowances on those terms as the Board of Directors may resolve within certain limits laid down by the General Meeting, and a
fixed annual amount, on those terms as the said Board shall determine and also within such limits as the General Meeting may
set down.

The remuneration of the different directors may be of a differing amount depending on their office and services provided at the
Board committees.

When the accounts are approved anmually, the Ordinary General Meeting of Shareholders may change the remuneration limits

relating to the directors, but if this is not done, the limits in force shall be updated automatically at the commencement of each
financial year in accordance with any percentage variation in the Consumer Price Index (total domestic group).

MAQ03684273.DOC Page 47




The Board is empowered to establish, in any case according to any limits provided for by the General Meeting, the exact
amount of allowances and individual remuneration payable to each director.

Without prejudice to the aforementioned remuneration, the directors' remuneration may also consist of the delivery of shares or
of option rights thereover or in any amount referenced to the value of the shares. The application of this method of
remuneration shall require the agreement of the General Meeting when it must be stated, if necessary, the number of shares to
be delivered, the cost of exercising the option rights, the value of the shares taken as a reference and the period of time over
which this method of remuneration will last.

The Company may take out a civil liability policy of insurance to cover its directors.”

Point 14.-

(Facts notified on 14™ March 2000)

The Council of Ministers at its meeting held on 10® March 2000 resolved to renew the concession granted to the three private

television companies to provide the indirect management of the public television service. The renewal of the concession was

resolved for a new term of 10 years and on the same conditions as for the initial grant, in addition to the conditions laid down

in the Digital Earth Television Technical Plan and the Provision of Service Regulations of October 1998.

The Board of Directors meeting held on 11™ March 2000 approved its Internal Regulations on the terms of the draft duly

submitted to the CNMV (National Securities Market Commissicon) on the same date. On the other hand, the Board of Directors

resolved that the number of members on the Appointments and Remuneration Committee shall be three (3) with the directors, .

Messrs. Juan Luis Cebrian Echarri, Laurent Perpere and Leopoldo Rodés Castaiié, being appointed.

(Fact notified on 16" May 2000)

This is to inform you that the Shareholders in General Meeting of Sogecable, S.A. held on today's date approved all of those -
resolution proposals submitted.to the General Meeting by the Board of Directors. The said proposals were duly remmed to saxd
Comrmttee by way of a Relevant Fact dated 27" April 2000. - . Dot

(Eact notified on 26 June 2000) : o .

Canal Satélite Digital, S.L., a subsidiary of Sogecable, S.A., today subscribed a confract with Quiero Television, S.A.
according to which the latter obtained a non-exclusive authorisation to relay National League Football games and the "Copa de
S. M. El Rey" (His Majesty's Cup) that Audiovisual Sport S.L. will produce for broadcast, under the pay-per-view method. The
said authorisation shall expire at the end of the 2008/2009 season, if Canal Satélite Digital, S.L. is able to renew the bare
ownership and Audiovisual Sport, S.L. the usufruct over the said rights as from the 2003/2004 season. If said renewal does not
come about, the consent of Canal Satélite Digital, S.L., the object of the contract, shall only last until the end of the 2002/2003
season.

By way of consideration for the said authorisation, Quiero Televisién, S.A. shall pay Canal Satélite Digital, S.A. the amount of
eleven thousand two hundred and fifty million pesetas. Quiero Televisidn, S.A., like the other Operators which distribute these
services, shall have complete freedom to fix the price applicable to end consumers and it shall pay Audiovisual Sport, S.L.
such remuneration as may be determined depending on the number of consumer units of its subscribers, subject to a minimum
guaranteed amount.

(Fact notified on 18% July 2000-07-23)

Canal Satélite Digital, S.L., a subsidiary of Sogecable, S.A., has reached a framework agreement with Agrupacion de
Operadores de Cable (AOC), according to which the members of the same may subscribe individual contracts with Canal
Satélite Digital and Audiovisual Sport to non-exclusively relay National Football League games and the Copa de S. M. El Rey
such as Audiovisual Sport, S.L. produces for broadcast, under the pay-per-view system. The authorisation shall last until the
end of the 2008/2009 season provided Canal Satélite Digital, S.L. is able to renew the bare ownership and Audiovisual Sport,
S.L. the usufruct over the said rights as from the 2003/2004 season. If the said renewal is not obtained, the authorisation shall
only last until the end of the 2002/2003 season.

The added remuneration the operator members of the AOC shall pay to Canal Satélite Digital, S.L. to subscribe the said

individual contracts amounts to eight thousand two hundred and twelve million pesetas (8,212 million). These operators, which
will be completely free to determine the price applicable to the end consumers, shall also pay Audiovisual Sport, S.L.
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remuneration to be determined depending on the number of its subscribers' consumption units, subject to a minimum
guaranteed sum.

The Agrupacién de Operadores de Cable has agreed to withdraw a complaint filed against Sogecable and Telefonica with the
European Commission. Said withdrawal follows the withdrawal already made by Quiero TV, S.A. as a result of an agreement

entered into with it on 26™ June last.
Without prejudice to the aforementioned remuneration, the directors' remuneration may also consist of the delivery of shares or
option rights thereover or of amounts referenced to the value of the shares. The use of this system of remuneration shall require

authorisation from the General Meeting which also states, if pertinent, the number of shares -to-be-delivered, the cost of
exercising the option rights, the value of the shares taken as a reference and the term of this remuneration system.

The company may take out a civil liability policy of insurance to cover its directors.”
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| Issuer: SOGECABLE, S.A. I

[ Period Commencement Date: 01/01/2000 | Period Termination Date: 30/06/2000 |

[ Semester: 1 | Financial Year: 2000 | Tax Identification Number: A-79114815 |

XII. AUDITORS’ SPECIAL REPORT
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Enclosure IV(i)
STANDARD INFORMATION DOCUMENT REGARDING TREASURY SHARES

MADRID COMPANIES REGISTER

COMPANY: SOGECABLE, S.A.

TAXID NO.: A-79114815

CORPORATE ADDRESS: GRAN VIA, 32
MUNICIPALITY: MADRID

PROVINCE: MADRID

FINANCIAL YEAR: 1999

THE COMPANY HAS NOT UNDERTAKEN ANY TRANSACTION INVOLVING TREASURY
SHARES.
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) Enclosure V(i)
I, MIGUEL SATRUSTEGUI GIL-DELGADO, as Secretary to the Board of Directors of SOGECABLE,
S.A., hereby

CERTIFY
That the Minutes Book of the Company contains the following:

1.- That on 16™ May 2000 a General Meeting of shareholders of Sogecable, S.A. was held in Madrid at
Edificio Fénix, Paseo de la Castellana, No. 33, on first call in the presence of a Notary who recorded the
resolutions passed in a notarial certificate.

2.- The Meeting was duly called on time and in the proper form by announcements placed in the Official
Bulletin of the Mercantile Registry on 28" April 2000 and in the EL PAIS and CINCO DIAS daily
newspapers, also on the same day.

3.- The list of attendees is incorporated in the notarial certificate.

The Chairman of the meeting declared it to be validly held with the attendance of 1644 shareholders
amongst those present in person and by proxy all of whom had the right to vote and who represente
75.41% of the share capital. : g

4.- At the said Meeting the following resolution was passed with 73,166,424 votes in favour
(99.997710%), 631 against (0.000862%) and 1,045 abstentions (0.001428%): ~

To approve the consolidated Annual Accounts {Balance Sheet, Profit and Loss
Account and Annual Report) and the Management Report for the financial year
ending 31% December 1999 audited by the Company's accounts auditor.

HEREBY ALSO CERTIFY

1) That the approved annual accounts are attached hereto as annexed pages and numbered from page 1 to
page 37.

2) The annual accounts that are presented for deposit are the same as the audited accounts. The following
documents are attached to this certificate:

B A copy of the accounts auditor's report, duly signed thereby.
B A copy of the management report.

3) The annual accounts and the management report were formulated on 14™ March 2000 having been
signed by all of the members of the management body who held office on said date.

4) The Company has not carried out any transactions with treasury shares during the said financial year.

And, so the same may be known as appropriate, I hereby issue this certificate in Madrid on 7™ June 2000.

Approved.

THE CHAIRMAN THE SECRETARY

/S/: Jests De Polanco Gutierrez /S/: Miguel Satristegui Gil-Delgado
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JESUS DE POLANCO GUTIERREZ MIGUEL SATRUSTEGUI GIL-DELGADO

A LEGITIMATION STAMP IS AFFIXED HEREON WHICH STATES:

"I, JOSE ARISTONICO GARCIA SANCHEZ, Notary of Madrid HEREBY CERTIFY: that I consider
the foregoing signatures of JESUS DE POLANCO GUTIERREZ and MIGUEL SATRUSTEGUI GIL-DELGADO to
be legltlmate as they appear to be the same as the1r usual signatures.

Madrid, 14™ June 2000, no. 941.

/8/: José Aristdnico Garcia Sanchez

JOSE ARISTONICO GARCIA SANCHEZ

A European Notarial stamp is also affixed over the said Notary's stamp.
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Enclosure V(ii)

SOGECABLE , S.A.
Abad Rico Carlos in the name and on behalf of the above Company, as its attorney, and using the powers
granted to him by way of public deed, grants this registered public deed in order to confer as wide and
sufficient a power as required by law and as necessary in favour of Mr. Manuel Bonet Hidalgo (of legal

age, of Madrid, Gran Via, 32 and with nationality identification number 1111479-G) to exercise the
following powers in the name and on behalf of the company:

- to appear before the Spanish employment courts, superior courts of justice, Supreme Court and any
other similar authorities or bodies, to provide legal representation to the company and to exercise the

rights and actions held by the company; to present documents and applications and to ratify such when
necessary;

- to carry out any act which is necessary on expedient in the best interests of said company in any matters
and claims in which it may be involved;

- to give evidence in court;

- to bring any necessary judicial appeals;

- to present and withdraw documents;

- to make and withdraw deposits;

- to waive proceedings and appeals when he considers it appropriate;
- to agree and subscribe undertakings;

- to settle claims and matters affecting the company out of court; and

- to execute, grant and sign as many public or private documents as may be necessary in relation to the
above matters.

I hereby record the above appointment agreements and provide evidence of the public deed authorised by
the notary of Madrid, José Aristonico Garcia Sanchez, with protocol number 1772, on 7 June 2000.

A copy of this public deed was registered in the Mercantile Registry of Madrid on 20 June, 2000 with
record number 6976.

Madrid, 28 June 2000.
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Enclosure V(iii)

SOGECABLE, S.A.

Mr. Miguel Satriistegui Gil-Delgado, in the name and on behalf of the above company, as secretary to the
Board of Directors, empowered by such body, at a board meeting held on 16 May, 2000, at which 21
directors were present and at which the following resolutions were unanimously passed:

To accept the resignation of the Directors, Mr. Vicente Eulate Mac-Mahon, Mr. Antonio Lopez
Fernandez, Eventos S.A. and Corporacién Financiera Caja de Madrid, S.A..

By virtue of the power recognised in article 138 of the Companies Act:
To appoint Mr. Luis Lobdn Gayoso as a director to fill the vacancy left by Mr. Antonio Lopez Fernandez.

Mr. Lobén Gayoso accepted his appointment at the meeting. He is of Spanish nationality, of legal age, of
Madrid, C/ Costa Brava, 53 4G and his tax identification number is 2.482.387 - C.

To appoint Mr. Juan Maria Arenas Uria as a director to fill the vacancy left by Eventos, S.A..

Mr. Arenas Uria accepted his appointment at the meeting. He is of Spanish nationality, of legal age, of
Madrid, C/. Dolores Romero, 14 and his tax identification number is 15.141.896-F.

To appoint Mr. José Maria Garcia Alonso as a director to fill the vacancy left by Corporatlon Fmanc1era
Caja de Madrid, S.A. ‘

Mr. Garcia Alonso accepted his appointment at the meeting. He is of Spanish nationality;of legal age, of
Madrid, Paseo de La Castellana, 189 and his tax identification number is 51.430.862-X.

To appoint Mr. Jaime Terceiro L.omba a s a director to fill the vacancy left by Mr. Vicente Eulate Mac-
Mahon.

Mr. Terceiro Lomba accepted his appointment at the meeting. He is of Spanish nationality, of legal age
and of Madrid, C/. Zurbano, 44 and his tax identification number is 35.217.995 - G.

To accept the registration of Mr. Leopoldo Rodés Castaiié as a member of the Executive Commission.

To appoint Mr. Juan Maria Arenas Uria, Mr. José Marfa Garcia Alonso and Mr. Lobdn Gayosa as
members of the Executive Committtee, each of whom accepts his appointment.

I hereby record the above resolutions and provide evidence of the public deed authorised by the notary of
Madrid, José Aristonico Garcia Sanchez, with protocol number 2029, on 27 June 2000,

A copy of this public deed was registered in the Mercantile Registry of Madrid on 6 July 2000 with
record number 2297.

Madrid, 11 July 2000.
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PRESS RELEASE

C SOGEPAQ AND CANAL+ IMAGE
COMBINE THEIR PURCHASING POWER

SOGEPAQ, a subsidiary of SOGECABLE, and CANAL+ IMAGE, a subsidiary of the
CANAL+ Group, have announced an agreement to create a joint venture to purchase
feature films. CANAL+ IMAGE will have a 51% stake and SOGEPAQ the remaining 49%.
The company will buy the Spanish screening rights of major international film productions,
leveraging on CANAL+IMAGE's rights-buying power in several European countries.

This new company, which will benefit from the combination of the two companies
respective capabilities, will strengthen their capacity to buy rights in Spain and will be a
highly interesting European partner for film production companies. The first film to be
bought will be “Chicken run”, which is being produced by Dream Works, Pathé and
Aaardman.

The films purchased by this joint venture will be distributed in the cinemas run by
SOGEPAQ and on Spanish TV channels by SOGEPAQ TELEVISION. Furthermore, the
department will be responsible for the Spanish distribution of all the CANAL+ IMAGE and
SOGEPAQ catalogues, as well as all the new products bought by these two companies.

SOGEPAQ, a fully owned subsidiary of SOGECABLE, buys, manages, markets and retails
national and international audiovisual rights. With a catalogue of more than one thousand
films, SOGEPAQ is one of the ten leading distribution companies in Spain and plays an

important role in financing Spanish films. To date it has contributed to-80 feature films. - :

SOGEPAQ markets and retails the rights of Spanish productions - those made by .
SOGECINE, the SOGECABLE production studio, and other productlon compames - all .
" aver the world, and buys foreign films for distribution in Spain. .

CANAL+ IMAGE, a 97%-owned subsidiary of the CANAL+ Group, is responsibie for the

group’s audiovisual and film production, acquisition and distribution activities. This

company, which has a catalogue of more than 5,200 feature films, the third largest in the

world, has set itself the goal of reinforcing the construction of a European Studio within the
CANAL+ Group, reinforcing its European acquisition and distribution network.

Regards
Press Department
Madrid, 5 October 1999




CANAL SATELITE DIGITAL AND BLOOMBERG
TELEVISION SIGN AN AGREEMENT
TO COLLABORATE

Canal Satélite Digital, Spain's leading digital television operator, and Bloomberg
Television, the channel that specialises in economic and financial information, have
“signed a programming contents agreerhent. Under the agreement, Bloomberg TV will
be offered by Canal Satélite Digital, and the theme channel will design and develop

exclusive new interactive services for Canal Satélite Digital.

According to the deal, from the start of November all Canal Satélite Digital subscribers
will be able to follow economic and stock market events both in Spain and ai over the
world in real time, and receive specialised analyses, forecasts and reports that will seek to
take the financial world a little closer to all the spectators interested in knowing how to earn
and save money. Bloomberg Television will be available in the basic package on dial
28 of Canal Satélite Digital at no extra cost.

"f";l'.:)'uring the presentatibn 6f ‘th'is: agrééi:nenf today in Barceloné, l\}li“é':ha‘el Bloomberg,
Chairman and founder of Bloomberg LP éxp‘ressed his satisfaction at the signing of the
agreement because “Canal Satélite Digital is a prestigious platform, with quality
contents, and we wanted to be part of it. | think that the agreement is beneficial for
both parties and, in the latter instance, the subscribers of Canal Satélite Digital”.

- Pablo Romero, Canal Satélite Digital Director of Programming, stressed that “this
agreement with Bloomberg reinforces the interests of both companies and adapts
perfectly to the commitment to variety and quality that we have made to our
subscribers. Adding Bloomberg TV and the forthcoming interactive developments

will ensure that we offer the fullest range of information services on the market”.
Bioomberg Interactiva, an exclusive development for Canal Satélite Digital.
Bloomberg Interactiva will be a new option that the theme channel will develop exclusively

for Canal Satélite Digital. With the launch of Bloormberg Interactiva, once again Bloomberg
Television and Canal Satélite Digital will move to the forefront of the digital revolution.




Bloomberg Interactiva has been designed to offer Canai Satélite Digital subscribers round-
the-clock access to Bloomberg information about financial markets through exclusive
news, data and analyses by experts direct from the Bloomberg terminals, the economic
and financial information service used by more than 250,000 professionais round the
world. Bloomberg Interactiva will give Canal Satélite Digital subscribers the best help and

advice for making their financial decisions and investments.

Bloomberg Interactiva will have a multi-screen format, to allow users to specify what they
want to see and when. The idea is to provide a general overview of the financial markets
that can be sued easy and simply by just pressing the Canal Satélite Digital remote control

keys,

Bloomberg Interactiva will contribute added value to the Bloomberg Television broadcasts,
having been designed to offer financial information and analyses to the digital era
generation, to the Canal Satélite Digital subscribers who want to learn more about their

money and their investments.

Bloomberg Television, 24 hours of financial information P

Z Bloohberg‘ Television is a television channel that speéialises sin ecohomic-énd financial
information, and broadcasts 24 hours a day. Bloomberg is distributed all over the world in
seven languages (English, Spanish, French, ltalian, Portuguese, German and Japanese)
and its main source of news is the information supplied by the Bloomberg Terminals, a
service used by more than 2650,m000 professionals round the world, and the Bloomberg

" News networks, which has offices in the 75 largest cities of the planet, among others the

international financial information services of Bloomberg L.P., the parent company,

founded and chaired by Michael Bloomberg since 1981.

Bloomberg Television offers news bulletins every 30 minutes with the latest news of the
day, real-time analysis of the financial markets, economic and business information, sports
results and current affairs interviews. All in an exclusive multi-screen format that lets the
channel's audience keep up-to-date with different types of information at the same time

(such as the stock market indices, latest news headlines or weather forecasts).




Canal Satélite Digital, Spain’s leading digital television platform

Canal Satélite Digital is present in almost 800,000 Spanish households. A great
business success, consolidating the operator's position as the leading digital television
platform in Spain, and the first European television channel to reach this figure in such a
short time.

The success of Canal Satélite Digital is due to its TV-on-demand offering, which is based
on the digital version of Canal+ and a wide range of world leading contents. The high level
of satisfaction among its subscribers vouches for the more than 125 programmmg services
that currently form part of the Canal Satélite Digital offering.

Ever since it came on air in January 1997, Canal Satélite Digital has steadily- added new
programming contents, in line with its commitment to offer its subscribers. quality and
variety. Canal Satélite Digital continues innovating in Spain, and carries on working to
satisfy the demands of Spanish society with a range of products and services.that include
the best premiere films — due to its different agreements with the world’s leafing film
production companies — major sports events, documentaries, the widest possible range of
information services, the most select music, plenty of children’s programmes, the most
successful television services, hunting, fishing, computing. All through the Astra Satellite
System, which has leveraged on its orbital position to attract the most lmportant TV
programmes in Europe. SET

Regards
Press Department
Madrid, 3 November 1999




PRESS RELEASE

15" November 1999

SOGECABLE
Resuits up to September 1999

HEADLINES

The number of Canal Satélite Digital subscribers topped 750,000 on 30" September,
having increased 37% over the last twelve months.

Canal+ had more than 1,700,000 subscribers at the end of the third quarter bf 1999
(growth over the last twelve months having exceeded 9%), with 7‘(')9,630‘ subscribers
through Canal Satelite Digital.

Sogecable Group consolidated net sales during the first 9 months of the year were

28.8% up on the same period last year.

The Group's operating profit continues improVing: Sogecable reported a cumulative
Gross Operating profit of Ptas. 9717 bn up to September 1999, almost 3.5 times higher
than the amount obtained during January-September 1998.

The consolidated net loss of the last quarter {July-September 1999) was only Ptas. 393
million, confirming the improvement on the previous year, when the net loss of the
same period totalled Ptas. 1.877 bn.

In recent months Sogecable has signed key agreements for the development of
interactive services for its subscribers with companies that leas their respective
sectors: El Corte Inglés for e-commerce and Bloomberg TV for economic and financial

market information.




Javier Diaz de Polanco, CEO of Sogecable, had the following to say:

Scgecable continues meeting its subscriber growth forecasts, not only in Canal Satélite
Digital but also in analogue subscriptions to Canal+. We have also met our economic
goals, from our sales target to the net result — which are best signs to how our business is
faring. The agreements signed in recent months will contribute to consolidate the
Sogecable group’s leadership of the Spanish pay-TV market, thanks to the launch of new
and attractive services for our subscribers.




SUBSCRIBERS

The main operating indicator of the change in the consolidated results is the number of
people subscribed to the Group's different products and services: the subscribers to the
analogue and digital versions of Canal+ and the Canal Satélite Digital subscribers.

In September 1999, the number of Canal+ subscribers topped 1,700,000, following the

growth trend of recent years.

30/09/98 31/12/98 30/09/99 9/99 vs 9/99 vs

9/98 12/98
Canal+ Analogue 1,025,836 1,009,601 997,692 -2.7% -1.2%
Canal+ Digital 538,286 584,013 709,630 31.8% 21.5%
TOTAL CANAL+ 1,564,122 1,593,614 1,707,322 9.2% 7.1%

In September 1999 CANAL SATELITE DIGITAL topped 750,000 subscribers, the number

having increased 37% over the last twelve months.

30/09/98  31/12/98 30/09/99  9/99vs 9/99 vs
9/98 12/98

CANAL SATELITE DIGITAL 847,557 599,350 751,188 37.2% 25.3%

" RESULTS

Due to the healthy performance of the Group’s operating variables, the Consolidated
Gross Operating Profit of the first 9 months of 1999 totalled Ptas. 8.717 bn, 246% higher
than the Ptas. 2.806 bn reported for the first 9 months of 1998.

Consolidated net sales during the period totalled almost Ptas 80 bn, 28.8% up on the first
three quarter so f1998, due to the growth in the number of subscribers and the increase in

the average revenue per subscriber.




The increase in operating expense - 17.4% higher than in the first 9 months of 1998 — was
due to the growth in consumption, partly offset by the reductions in Other Operating

Expenses.

The main reason for the growth in consumption was the increase in the number of
subscribers, the launch of new channels and programming contents in CANAL SATELITE
DIGITAL, the on-going improvements to the Canal+ product and the launch of the other

channels produced by Sogecable.

Several factors contributed to the reduction in Other Operating Expenses: a reduction in
the costs of the Gestsport subsidiary (due to the sale in June 1998 of the contract with -
Real Madrid football club), reduction of the commercial expenses of Canal Satélite Digital
and increased expenses ofd Sogecable, mainly due to the inclusion of the costs
attributable to the distributor Warner Sogefilms. 4

There were also several factors behind the small drop in depreciation charges: higher
depreciation charges in Sogecable due to Formation Expenses and Intangible Fixed
Assets, lower depreciation charges in Gestsport due to the disappearance .of the
aforementioned contract with Real Madrid, lower charges also in the film -related activities
and no relevant changes in Canal Satélite Digital (due to the effect of extending the digital

decoder depreciation period from 5 to 7 years).

The Net Operating Loss for the first 9 months totalled Ptas. 3.516 bn, 66.7% less than the |
Ptas. 11.42 bn recorded during the same period last year. :

Despite the improvement in the Operating results, consolidated net losses for the first 9
moriths of the year were still higher than last year, mainly for the reasons explained in the
publication of the half-yearly results: higher losses reported by the subsidiary Audiovisual
Sport and less extraordinary income than last year. When the Group reported the capital
gains form the sale of the Gestsport contract with Real Madrid.

The accounts for the third quarter of 1999 (July to September) clearly show that the net
resuit was better than last year: the net loss was less than Ptas. 400 million in 1999, as
compared to more than Ptas. 1.8 bn in the same period of 1998.




CAPITAL/EQUITY GEARING
One consequence of last July’s Public Offering was a considerable reduction in the

Sogecable Group’s capital/equity gearing.

Taking into account the cumulative result of the first 9 months of the year, Consolidated
Equity as at 30" September 1999 totalled Ptas. 61.104-bn, as compared to Ptas. 29.168
bn in September 1998.

At the same time, Bank Loans dropped from Ptas. 88.883 bn in September 1998 to Ptas.
62.526 bn in September last year.




Consolidated Group Results to September 1998 and 1999.

3Q1999 3Q1998 3Q1999 3Q1998 j
Ptas. bn Ptas. bn Euros mn Euros mn
9 months, January-September (Unaudited) | (Unaudited) | (Unaudited) | (Unaudited)
Net Turnover 89.139 69.213 535.7 416.0
Gross Operating Profit (EBITDA) 9.717 2.806 - 58.4 16.9
Net Operating Profit -3.616 -11.240 -21.1 -67.6
Consolidated Pre-Tax Loss -9.211 -9.718 -56.4 -58.4
Consolidated Loss -1.961 -2.006 -11.8 -12.1
Result Attributed to Parent Company -1.501 -0.600 -2.0 -4.8
Consolidated Group Results in 3Q98 and 3Q1999. s
3Q1999 3Q1998 3Q1999 3Q1998
Ptas. bn Ptas. bn Euros mn Euros mn
9 months, January-September (Unaudited) | (Unaudited) | (Unaudited) {:{tInaudited)
- INet Turnover ' 29.011 21.702 C 1744 o 130.4
Gross Operating Profit (EBITDA) 3.278 1.221 19,74 O 7.3
Net Operating Profit -1.298 -4.003 -7.8f e -24.1
Consolidated Pre-Tax Loss -2.284 -6.019 -13.70 - -36.2
Consolidated Loss -0.521 -2.052 -3.1 -12.3
LResult Attributed to Parent Company -0.393 -1.877 -2.4 -11.3




Madrid, 14" December 1999

GUSTAVO ALVAREZ-SANTOS, DIRECTOR OF THE
SOGECABLE CORPORATE DEVELOPMENT OFFICE

Gustavo Alvarez-Santos, a 53-year old economist, has been appointed Director of the
SOGECABLE Group Corporate Development Office, where he will be responsible for the
company’s expansion plans and for developing new lines of business.

Gustavo Alvarez-Santos holds a B.A. in Business Administration and an M.A. in Business
Administration from Columbia University. He has held several managerial posts in Citibank
in Buenos Aires and New York, as well as in the First National Bank of Chicago in Mexico,
Chicago, Panama, Buenos Aires and Madrid, in the latter city as Director General.

Later he was appointed Director General of Sociedad |bérica de Cartera, S.A. (Sibec) and
President of Advent Espafia, S.A. He has spent the last ten years perforrmng consultancy
work in the international audio-visual sector.

Regards
Press Department
Madrid, 9" December 1999




CANAL SATELITE DIGITAL NOW BOASTS MORE THAN 800,000
SUBSCRIBERS

Canal Satélite Digital will end today, Tuesday, with more than 800,000 subscribers. A
great business success, consolidating the operator's position as the leading digital
television platform in Spain.

Canal Satélite Digital bases its success, on the one hand, on the characteristics of a high-
quality TV-on-demand offering, which includes Canal+ Digital — the premium channel of
Spanish television - and, on the other, on the great diversity of contents, which include the
world’s leading international channels, such as Disney Channel, Turner: Classnc Movies
(TCM), Paramount Comedy, Fox Kids or CNN, among others.

In absolute terms, the regions boasting the largest number of subscribers:are Catalonia
(162,081), Madrid (131,400), the Region of Valencia (73,128), the Canary Islands
(63,658), Galicia (44,984) and the Basque Country (28,780). In relative terms, the most
significant subscription percentages are to be found in the Canary Islands= where 16.3%
of homes already enjoy Canal Satélite Digital -, the Balearic Islands (11 7%) Madnd
(8.5%) and Catalonia (8.3%). VAT

Canal Satélite Digital came on air on 31% January 1997 and by June 13" 1998, ‘only one a
haif years later, it already had half a million subscribers. The reason for such extraordinary
growth lies in the constant addition of new programming contents, in line: w1th the Canal

Satélite Digital commitment to offer its subscrubers quality and variety. =120 T

Canal Satelite Digital, which is distributed by the Astra Sateliite System; ithus fefting its =
subscribers enjoy the best European TV channels as well - is present in-almost.seven per -
cent (6.75%) of the Spanish households that have a television, makmg'*for a potentlal :
audience of 3,120,000 people. Bl

According to surveys, Canal Satélite Digital subscribers spend 78% of their time in front of
the television watching this multichannel! offering. More than 70% say that:Canal+ is their
favourite channel. Indeed, the majority of Canal Satélite Digital subscribers have chosen to
subscribe to Canal+Digital, and enjoy the four different versions; Canal+, Canal+Azul,
Canal+Rojo and, recently, Canal+ 16:9. Several other Canal Satélite Digital options have
- also received a warm welcome: these include the option “Cine” (Films), formed by the
Cinemania Rojo, Cinemania Azul, TCM and Cineclassics channels, has 219,648
subscribers, whereas Disney Channel has topped the 145,000 mark. According to Canal
Satélite Digital's own figures, the freedom of choice, the films, football and variety of
programmes are some of the main reasons for subscribing to Canal Satélite Digital.

New television channels and interactive features

As for the near future, Canal Satélite Digital plans to keep adding new channels in the next
few months, and to continue launching new interactive applications and further developing
existing applications. The latter include home banking, tele-games, and.the interactive
channels offering supplementary information about the Spanish football and basketball
leagues. An extensive range of services that will be further enhanced throughout the year
v2000 thanks to the technological capabilities of the Canal Satélite Digital terminal.

Increase in the number of subscribers.
Regards

Press Department




PRESS RELEASE

Following the agreement with VISA, 4B and CECA

SOGECABLE MARKS ANOTHER INTERACTIVE MILESTONE
BY EQUIPPING CANAL SATELITE DIGITAL
TERMINALS FOR USE WITH BANKING CARDS

Once again Sogecable has made the headlines in the world of interactivity in Spain and
moved another step forward in the use of digital technology. Now the 800,000 plus Canal
Satélite Digital subscriber terminals have become banking terminals. .

After signing agreements with the leading financial institutions, from now on ali Canal
Satélite Digital subscribers can use their bankcards to perform financial transactions
without leaving home. A major advance made for the first time ever in Spain,:and one
that is possible due to the technology of Canal Satélite Digital, the only operator:in Spain
with a terminal equipped with a second slot that can read smart cards. - v

Under the agreements, Canal Satéiite Digital will give its subscribers the chance fo use
cash cards (VISA CASH, MONEDERO 4B and EURO 6000) — more ‘than:6:million are
already in use on the market — as a means of paying for its wide range of products..Canal
Satélite Digital subscribers will also be able to use magnetic strip bankeards.. This
means that the more than 43 million cardholders now will be able to use their: eards to buy :
Canal Satélite Digital products and services. ol Satenin

- A whole new range of possibilities L ahmle e

" Right now Canal Satehte Digatal subscnbers can use thelr bank cards ‘to:ipay:to watch
films, football matches and other events, and in the next few months to:pefform other
transactions, such as recharging their cashcards to home-shopping of a vast:range of
commercial products (gifts, leisure and culture}. All w:thout leaving home and:from the
Canal Satélite Digital terminal.

The security and integrity of all bankcard transactions is fully guaranteed. Moreover,

Canal Satélite Digital is promoting the interoperability of cashcards by equipping the

] terminal to operate with any of the three existing systems: Visa Cash, Monedero 4B and
Euro 6000.

Until now, whenever Canal Satélite Digital subscribers made a purchase, the amount was
automatically charged to their current account. With this new technology, subscribers can
choose to use other means of payment, namely their cash card or credit/debit card
(provided that they have a magnetic strip).

In either case, the procedure is simple and easy. In the case of cashcards, subscribers
just insert the card into the second slot of the Canal Satélite Digital terminal. if they use a
debit or credit card, they just key in the password or PIN with the remote control. Anybody
- subscribers and non-subscribers alike- can use a Canal Satélite Digital terminal to
perform these transactions, as long as they have the right type of card.

The BBV Channel increase its range of home-banking services

The BBV Channel - the TV channel run jointly by Canal Satélite Digital and Banco Biibao
Vizcaya - was launched seven years ago as a means to facilitate communications




between the bank and its customers. Now the channel boasts new features that complete
its interactive banking service.

At Dial 211 of Canal Satélite Digital subscribers will find the BBV Channel Distance
Banking, where BBV customers can consult their overall financial position, such as
bank accounts, balances, transactions, investments etc., just by keying in their user
password.

This new service completes the range already offered by the BBV Channel: Institutional
information (information about the bank’'s branches and BBV share prices), Research
Department (national and international economic information) and Products and
Services (BBV bank products).




PRESS RELEASE

SANTIAGO TAPIA,NEW DIRECTOR GENERAL OF
CANAL SATELITE DIGITAL

Santiago Tapia, who is 44 years old and was born in Madrid, has been appointed Director
General of Canal Satélite Digital. Until now Santiago Tapia has been Director General of

Gas Natural Comercializadora.

Santiago Tapia holds a degree in industrial engineering from the Madrid School of
Industrial Engineering. He began his professional career in Procter & Gamble, where he
worked for 16 years, first in the Research and Development (R&D) Department, and then
other posts of responsibility within the Marketing Department.

In February 1996 he joined SOGECABLE as Manager of the CanalSatélite Business Area,
which at that time published a package of theme channels broadcast with analogue

technology.
In 1997 he moved to Gas Natural, initially as the Director of Marketing.

Santiago Tapia is taking over as Director General of Canal Satélite Digital on the eve of
the third anniversary of its launch, in which he played an active role, and when the platform
already has more than 825,000 subscribers.

Regards '
Press Department
Madrid, 18" January 2000




Madrid, 7" January 2000

OTHER COMMUNIQUES

On 14" December 1999, the Annual General Meeting of SOGEPAQ, S.A. voted in favour
of a Ptas. 1.5 bn capital increase. SOGECABLE, S.A. subscribed all the shares within the
period of time established for exercising preferential rights, and has paid-in 34%.

On 28" December 1999, SOGECABLE, S.A, acquired 99,999 shares in SOGEPAQ, S.A.,
and now owns 99.99% of the share capital.




CSD inaugurates a new Broadcasting Station
to mark its third anniversary

CANAL SATELITE DIGITAL LAUNCHES AN INNOVATIVE
INTERACTIVE NAVIGATION SYSTEM
AND ADDS NEW BANKING SERVICES

»* Telebanco 4B, Banco Santander, BCH, Caja Madrid and La Caixa
foliow the lead of other banks

Canal Satélite Digital, Spain’s leading digital television operator, has celebrated its third
anniversary by launching an innovative Interactive Navigation System that offers fast
and easy access to the 150-plus programming services currently offered by Canal Satélite
Digital. Another of the operator's priorities continues to be Interactive banking services,
and it has added new services such as Telebanco 4B, Banco Santander, BCH, Caja
~Madrid and La Caixa, to those already on offer. Last, yet by no means least, Canal

Satélite Digitai marked its third anniversary by inaugurating a new Broadcastmg Station
in Madrid.

_The new Interactive Navigation System, known as Portal Digital (Digital Portal), has
been launched to give all Canal Satélite Digital customers fast and easy accessto all its
programmes and services. From now on, Canal Satélite Digital subscribers only have to
press the Guide key on their remote control to access all the different optlons Wthh are
divided into four areas: Television, Box-Office, Services and Panel. S

That's not all. In its effort to provide the widest possible range of on-line banking facilities,

Canal Satélite Digital has introduced new services. On the one hand is Banca:4B (4B . - -

Banking), which includes Telebanco 4B, Banco Santander and BCH, while on the other
are new channels devoted to Caja Madrid and La Caixa. Telebanco 4B: lets the
customers of the 38 4B-member banks make the same type of queries as in the 4B cash
dispensers. The other banking services provide customers a new means of
communicating with their banks, all without leaving home, and just using the Canai Satélite
Digital remote control.

The new Broadcasting Station, located at Caile Alcala, 518, currently boasts the largest
_ broadcasting capacity anywhere in Spain, and distributes the largest amount of services.
- Canal Satélite Digital will use these new facilities to ensure that the high quality of its
digital television programmes arrives intact at the 830,000-plus homes that currently enjoy
their contents.

A new Navigation System: Portal Digitél

Portal Digital (Digital Portal) is a new form of interactive access to the Canal Satélite
Digital programmes and services. Now when subscribers press the Guide key on their
remote control, all the different Canal Satélite Digital programmes and services are
displayed on screen, divided into 4 themes: Television, Box-Office, Services and Panel.
In turn, each option has different functions that users can select as they wish by just
pressing one of the Canai Satélite Digital remote control keys.




The Television option provides faster access to the new Programme Guide, classified on
a genre-basis, and also gives access to the Mosaic, the Canal Satélite Digital monthly
offering and the Zapping service. Box-Office lists all the films due for broadcast, and the
times, as well as the football matches and the Films of the month. The Services option
gives fast access to the interactive applications: Banking (BBV Channel, 4B Banking, Caja
Madrid and La Caixa), Music (Audiomania, MultimGsica, Muiticlasica), Juegos (Games),
Méteo (Weather), Marcador (Scoreboard, the Spanish Football League and ACB+, the .
Basketball League) and Radio stations. Last but not least, Panel lets subscribers consult
the Agenda, access SERV (subscription information or subscriber operations) PERSO
(programme the terminal, store channels, security codes, etc) or receive information on
how to contact Canal Satélite Digital.

New banking services: Telebanco 4B,
Banco Santander, BCH, Caja Madrid and La Caixa.

Canal Satélite Digital has added new banking services to extend the existing range (the
BBV Channel and the possibility of using smart cards in the digital terminal). These
services can be accessed by the Guide key or the 212 dial of the Canal Satehte Digital
offering. LS

Banca 4B (4B Banking) includes the Telebanco 4B, Banco Santander and:BCH services. .
Telebanco 4B Telebanco 4B lets the customers of the 38 4B-member banks make the
same type of queries as in the 4B cash dispensers. All without leaving home ‘and just by

using the Canal Satélite Digital remote control. However, to accessgthis. service ~

subscnbers need a user number and password which are provided by their> banks

" The Banco Santander, BCH, Caja Madrid and La Caixa theme channels aiso provrde
.. these. banks’ customers with a new means of communication with their respectwe X
. branches. Information - about Mutual Funds; Pension Schemes, Mortgages Accounts etc.

are just some of the options available in this new banking service. 3

These new services are another step forward in the Canal Satélite Digital:-endeavour to
tread new paths in developing new technologies and a direct consequence of its
pioneering efforts in this field. One example of this was the faunch last December, for the
first time ever in Spain, of the use of banking cards in the Canal Satélite Digital terminal,
_ which is the only one in Spain equipped with a second siot capable of reading smart cards.

The Broadcasting Station with the biggest capacity in Spain

. The new Canal Satélite Digital has invested Ptas. 3 bn on its new 1,200 m? broadcasting
Station located in a building at Calle Alcalda, 518. The station is distributed into several
different departments that are responsible for processing the television signals of the in-
house channels and the channels supplied by external providers.

The Broadcasting Station is divided into different rooms in line with the different
activities. The Control Room, which is equipped with more than 90 video monitors, 160
audio monitors, frame analyser, spectrum analyser and point-to-point communications, is
where a group of professionals controls the quality and continuity of all the television,
audio and interactive services commercialised by Canal Satélite Digital. The Control
Room processes all the in-house and external télevision signals. At present the control
room handles more than 100 services.




The Broadcasting Control Room - the biggest in Spain — generates and broadcasts up
to 36 television channels using a system formed by video servers and robots. Altogether,
the room generates 315,000 hours of broadcasting time a year. All the processes use
digital technology, handling flows of 270 Mbits per second.

The Robotics Room houses the robots used to handle the tapes for broadcasting. Each
robot has a mechanical arm that inserts the programme tape in question. The room is
equipped with 21 robots with a capacity for 100 tapes each. The Electronics Room,
equipped with 100 Racks, generates and processes the signals that end up as the Canal
Satélite Digital programmes.

Lastly, the Broadcasting Archive — with a capacity for 35,000 tapes — is used for storing
and handling the tapes prior to dissemination.

Regards
- ‘Press Department
Madrid, 31% January 2000




CANAL SATELITE DIGITAL NOW BOASTS MORE THAN 850,000
SUBSCRIBERS

Canal Satélite Digital, Spain’s leading digital television operator, now reports more than
850,000 homes subscribed to its digital television offering. That means that in just over two
months, fifty thousand more Spanish homes have decided to sign up for the 150
programming services that form the operator's extensive multichannel offering.

This increase has come at the same time as the latest additions of new theme channels,

Wamer Bros.” purchase of a stake in the operator and the firm decision by Canal-Satélite -

Digital to develop new interactive Banking services that it will increase throughout 2000,
thanks to the technological capabilities of the Canal Satélite Digital terminal.

The freedom of choice, the films, football and variety of programmes feature among the
main reasons that subscribers give for joining Canal Satélite Digital. A .variety of
programmes that is based, on the one hand, on the characteristics of a high-quality TV-on-
demand offering, which includes Canal+ Digital and, on the other, on the great diversity of
contents, which include the world’s leading international channels, suchas Disney -
Channel, Turner Classic Movies (TCM), Paramount Comedy, Fox Kids or CNN ‘among
others. :

In absolute terms, the regions boasting the largest number of subscribers areiCatalonia
(178,682), Madrid (139,431), the Region of Valencia (77,812), the Canary Isiands:
(67,014), Galicia (47,057} and the Basque Country (30,834).

.. In relative terms, the most significant subscription percentages are to.be-found in the
‘ Canary Islands — where 16.9% of homes already enjoy Canal Satehte Dngltal -, the
" Balearic Islands (12.6%), Catalonia (12.6%) and Madrid (9%). ) S

Regards
Press Department
Madrid, 22™ February 2000




Sogecable

For the attention of the Economy/Communications departments

PRESS RELEASE

THE SHAREHOLDERS IN GENERAL MEETING APPROVE A
SHARE OPTIONS PLAN FOR MANAGEMENT

SOGECABLE REDUCED LOSSES BY 36.5% AND CLQSED THE YEAR WITH
MORE THAN 1,819,000 SUBSCRIBERS

The Shareholders in General Meeting of SOGECABLE, SA who met in Madrid today
approved the Annual Accounts and the Management Report for the 1999 financial:year
relating to both the company and its consolidated group. They also approved a:share
option plan for the executive directors and management staff of the company, together
with a special remuneration plan for company employees.

SOGECABLE, SA's Chanman, Jeslis de Polanco, in his address to the shareholders,
referred to the company's ten years of existence since September 1999 when CANAL +
commenced broadcasting. He said, "We were bom as pay television operators. This'is -
the central core business from which we have grown and with which we have created

. .new lines: of business, driven_ our diversification; and, from this core we: propose 10~
" organise our future expansion". -

The Chairman pointed out that innovation has always governed the Group's activities
and that it was the first to commit itself to pay television; the first to launch a multi-
channel satellite offer in Spain and the first to apply the new digital technology to
television channels when it launched CANAL SATELITE DIGITAL. "We have;" he
commented, "constantly created new spaces in television and we have contributed
towards changing consumer habits. In this regard, we have driven ahead with Interactive
television and towards converging with the Internet, thus opening up new horizons for
our business opportunities”.

The Shareholders ratified the appointment of four new directors: Mr. Juan Maria Arenas

‘who takes the vacancy left by Eventos, SA; Mr. José Maria Garcia Alonso, from

Corporacién Financiera Caja Madrid; Mr. Luis Lobén and Mr. Jaime Terceiro, who
comes on board as an independent director. They fill the vacancies left by Mr. Antonio
Lépez and Mr. Vicente Fulate, respectively. Also, a Board meeting that was held prior
to the Shareholders Meeting, resolved that Mr. Leopoldo Rodés should continue to hold
office as an independent director.

The Sharcholders in General Meeting also approved a Share Option Plan for the
executive directors and management staff of the company proposed by the Board of
Directors, "The objective of which", in the opinion of Javier Diez de Polanco, the
Managing Director, "is to motivate and retain the directors, who are given an interesting
opportunity to access or increase their shareholding, provided the value of the

;\*&-.




SOGECABLE shares exceeds a reasonable revaluation threshold. This opportunity”,
pointed out the Managing Director, "is not gratuitous but rather it will have a cost for
plan participants who must acquire the options by paying 5% of their exercise price. In
this regard, our plan is different from the plans- generally introduced by other

companies”.

ECONOMIC RESULTS

In his address, Javier Diez de Polanco, Managing Editor of SOGECABLE, gave a

detailed analysis of 1999 Group resuits. The tumover amounted to 132,286 million

pesetas, 27.4% higher than in the previous year. The Consolidated Gross Trading

Results totalled 14,989 million pesetas, 136% higher than the 8,351 million pesetas

obtained in the last financial year. The Consolidated Gross Trading Margin (EBITDA)

pracncally doubled the last financial year's figures, going from 6% in 1998 to more: than
11% 1n 1999.

The Results attributed to the controlling company totalled losses of 2,321 nnlhon
pesetas, an 1mprovement on the losses of the previous year of 36.5%. san

The parent company, SOGECABL‘E, SA also significantly reduced its losses. Its net
results suffered 1 of 1,698 pesetas, 55% less than the losses of the previous financial

year. i : WHT

| The Group invested-more than 25,000 million pesetas in 1999, of which 5,750 million

pesetas were  used for new digital set top boxes (decodifiers) and more than<:6;300
million pesetas were invested in the film industry. SOGECABLE also invested:more
than 8,000 million pesetas in the acquisition of audio-visual rights, mainly sports rights, -
for the coming years. Javier Diez de Polanco announced to the shareholders the
forthcoming construction of the Group's new head offices in the Madrid area called Tres
Cantos. It will be completed in December 2001, and has required an initial investment
of 1,750 million pesetas in the purchase of a building site. The managing Director'also
reported on the transfer of CANAL SATELITE DIGITAL's broadcasting centre from
Luxembourg to Madrid, involving an investment of more than 3,000 million pesetas.

Javier Diez de Polanco underlined in his address that "1999 has been a year of
consolidation for our companies in the different areas of activity in which
SOGECABLE is present; we have surpassed the objectives we had set”. The number of
subscribers to the different Group offers in the pay TV sector went from 1,609,000 in
1998 to 1,819,000 in 1999.

CANAL + reached more than 1,766,000 subscribers in December 1999 and improved
on the growth rate of previous years. More than 170,000 new subscribers took up
CANAL + 's offer during 1999. As of 15 May 2000, CANAL + had 1,800,000
subscribers, and the number of SOGECABLE subscribers reached a total figure of
1,870,000.

CANAL SATELITE DIGITAL subscribers increased by 35.7% in 1999, and by the end
of December they had reached a total of 813,497.homes. At 15" May 2000, CANAL
SATELITE DIGITAL has more than 894,000 subscribers, and expects to reach 900,000
before the end of the month.




Diez de Polanco stressed the investment of more than 6,300 million pesetas in the film
industry, of which 3,600 million pesetas were in Spanish films. SOGECINE, the
Group's film producer, was the leading producer at the box office for Spanish films once
again, for the fifth year running, with a share of close to 23% of the total revenues from
domestic films last year. The six films produced and premiered by SOGECINE in 1999
attracted almost four million spectators with revenues of more than 2,500 million
pesetas. In the film distribution sector, the company WARNER SOGEFILMS also held
first place in revenues, with a total of 14,000 million pesetas

In his address, Dlez de Polanco emphasxzed the drive to implement new technologies
with the launch of new inter-active services, such as banking services offered by nine of
the big domestic financial institutions through channels in CANAL SATELITE
DIGITAL. Furthermore, he underscored the fact that SOGECABLE has pioneered the
introduction of electronic commerce through digital terminals, with more than 20
million electronic transactions to date.

Finally, the SOGECABLE Managing Director announced the development of new
initiatives in the inter-active services sector with this year’s launch of a new direct sales
thanks to an agreement signed with El Corte Inglés to carry out remote sales of products
and services through CANAL CLUB; he promised to vigorously drive Internet
development projects through Plus, a new company which recently came into operation
in March and which will offer SOGECABLE's subscribers attractive possibilities in this
new market.

Thank you.
. The Press Department
Madrid 16™ May 2000.




Madrid, 21t July 1999

DISCLOSURE OF RELEVANT EVENT

We hereby inform you that today the Company Gestion de Derechos Audiovisuales y
Deportivos, S.A., a subsidiary of SOGECABLE, S.A., signed a contract with Real Madrid
Club de Futbol for the purchase of the audiovisual and television rights of the official
national League and Kings’ Cup competitions for the seasons 2003/2004, 2004/2005,
2005/2006 ‘and 2006/2007 and an option to purchase the said rights for the season
2008/2009.

Pursuant to the contracts signed by Gestion de Derechos Audiovisuales y Deportivos,
S.A., the rights and obligations of this new contract will be assigned to Audiovisual Sport,
S.L.




Madrid, 21° July 1999

SUPPLEMENT TO THE DISCLOSURE OF A RELEVANT EVENT

in relation to the disclosure of the signing of the contract between Gestién de Derechos
Audiovisuales y Deportivas, S.A., and Real Madrid F.C. Club, which took place today, we
hereby inform you that the price of the assigned rights consists of a fixed amount for each
of the seasons, from 2003/2004 to 2007/2008, of seven (7) billion pesetas and an amount
that will vary in line with the revenue obtained from the pay-TV broadcasting of the
matches on TV and the Internet. The cost of the option to extend the term of the contract
to the 2008/2009 seasons is three (3) billion pesetas.




Madrid, 22™ July 1999

ADDITIONAL INFORMATION TO THE MEMORANDUM DESCRIBING THE PUBLIC
OFFERING OF SHARES IN SOGECABLE S.A.

Green-shoe

Today, (22" July 1999), the Global Coordinator of the Public Offering (in other words,
Morgan Stanley & Co. International Limited), decided to exercise the green-shoe
described in section 11.10.1.4. of the Memorandum, after sending a letter notifying its
intention to acquire 3,163,8290 shares in this manner. The shares were bought today
yesterday (22" July 1999) and will be paid on 27" July 1999. '

Lastly, merely for the purposes of information, SOGECABLE, S.A. hereby informs the
Spanish Securities and Exchanges Commission that on 19" July 1999, the parties Offering
the Public Offering awarded a loan of 3,153,820 shares in Sogecable, S.A. to the Global
Coordinator in order to assign such shares to meet the excess demand generated in the
Public Offering and, as the case may be, carry out stabilisation actions. This loan has been
fully redeemed by the exercising of the green-shoe. .

Madrid, 22" July 1999.
SOGECABLE, S.A.




Madrid, 23" July 1999

ADDITIONAL INFORMATION TO THE MEMORANDUM DESCRIBING THE PUBLIC
OFFERING OF SHARES IN SOGECABLE S.A.

“Green shoe”. In relation to the “green-shoe” exercised yesterday (22" July 1999) by the
Global Coordinator of the Public Offering (Morgan Stanley & Co. International Limited),
which was duly reported yesterday to the Spanish Securities and Exchanges Commission,
we enciose the letter received today from the Giobal Coordinator. In the letter the Global
Coordinator details how it has distributed the 3,163,8290 shares it acquired in the green-
shoe, as follows:

- 15 per cent to the Spanish Institutional Tranche, and
- The remaining 85 ger cent to the Intemational Institutional Tranche.”
Madrid, 23" July 1999.

SOGECABLE, S.A.




DISCLOSURE OF RELEVANT EVENT

We hereby inform you that today the Company SOGECABLE, S.A., sold 221,099 shares
in its sbsidiary CANAL CLUB DE DISTRIBUCION OCIO Y CULTURA S.A. to the
company EL CORTE INGLES, S.A. The price of the transaction was Ptas. 760,000,000.

As a result of the transaction, EL CORTE INGLES, S.A. now owns 75% of the share
capital of the said company, the other 25% being owned by SOGECABLE, S.A. The
parties have made a commitment to maintain their percentage stakes unaltered for at east
20 years.

Under this agreement, CANAL CLUB DE DISTRIBUCION OCIO Y CULTURA, S.A. will
have the ezxclusive right to operate and manage a new interactive channel for the direct
sale of products and services that will be broadcast next year by Canal Satélite Digital,
S.L., and interactive home-shopping programmes through the channeis. operated by
SOGECABLE, S.A.: Meteo, Canal :, Taquilla, Mosaico, 40 TV,. Canal + Dlgltai (Rojo and
Azul), Documania, Sportmania, anjar and Estilo.

Similarly, EL CORTE INGLES, S.A. will conduct any distance direct selling: activities that
use any terrestrial broadcasting or satellite-based pay Digital Television system through
CANAL CLUB DE DISTRIBUCION OCIO Y CULTURA, S.A.. S




Madrid, 21° September 1999

DISCLOSURE OF RELEVANT EVENT

Yesterday the companies Canal Satélite Digital, S.L., a subsidiary of Sogecable, S.A., and
Cableuropa, S.A., which operates under the ONO trademark, signed a contract that grants
Cableuropa, S.A. non-exclusive permission to broadcast National Football League
matches under the Pay;TV system, through the cable companies that it represents and
which are listed in the document attached hereto. This permission applies to the matches
broadcast from the next day of this season and until the end of the 2002/2003 season.

In retun for the permission, Cableuropa, S.A. will pay Canal Satélite Digital, S.L. the
amount of three billion pesetas. Nevertheless, Cableuropa and the other Operators who
distribute these services shall pay the Pay-TV revenue to Audiovisual Sport, S.L., which
owns the rights. -

Furthermore, Sogecable, S.A. and Cableuropa, S.A. have agreed to form a working party
to carry out joint theme channel and interactive service projects.




LIST OF OPERATORS REPRESENTED BY CABLEUROPA

OPERATOR

1. CADIZ DE CABLE Y TELEVISION, SA.

2. VALENCIA DE CABLE, SA.

3. CORPORACION MALLORQUINA DE CABLE, S.A.

4. ALBACETE SISTEMA DE CABLE, S.A.

5. CABLE Y TELEVISION DE EL PUERTO, S.A.

6. HUELVADE CABLEY TELEVIS‘I_ON, SA.
7. REGION DE MURCIA DE CABLE, S.A.

8. MEDITERRANEA NORTE SISTEMAS, S.A.

9. MEDITERRANEA SUR SISTEMAS, S.A.

10. CABLE Y TELEVISION DE ANDALUCIA, S.A.

11. SANTANDER DE CABLE, S.A.

DEMARCATION

MUNICIPALITY OF CADIZ
MUNICIPALITY OF VALENCIA
ISLAND OF MALLORCA
MUNICIPALITY OF ALBACETE

MUNICIPALITY OF EL PUERTO DE SANTA
MARIA (CADIZ)

MUNICIPALITY OF HUELVA

REGION OF MURCIA (delimitation of the
territorial demarcation of Murcia as set out in
Official State Bulletin n° 15, dated 25" June
1997).

NORTH  VALENCIA - CABLE REGION
(delimitation of the territorial demarcation of the
Northern Region of Valencia as set out in Officiai
State Bulletin n° 27, dated 12™ November 1997
and n° 29, dated 3™ March 1999).

SOUTHERN VALENCIA CABLE REGION
(delimitation of the territorial demarcation of the
Scuthern Region of Valencia as set out in
Official State Bulletin n° 27, dated 12"
November 1997).

PROVINCES OF HUELVA AND CADIZ
(delimitation of the territorial demarcation of
Andalucia IV as set out in Official State Bulletin
n° 29, dated 3™ February 1998, and 29, dated
3™ March 1999).

REGION OF CANTABRIA (delimitation of the
territorial demarcation of Cantabria as set out in
Official State Bulletin n° 22, dated 26™ January
1998).




Madrid, 15" February 2000

DISCLOSURE OF RELEVANT EVENT

We hereby inform you that today the Company WARNER BROS, INTERNATIONAL
TELEVISION DISTRIBUTION, a division of TIME WARNER ENTERTAINMENT
COMPANY, LP (WARNER BROS.) has given notice of its intention to exercise the option
that CANALSATELITE DIGITAL, S.L. had granted it in July 1997 to subscribe 10% of its
share capital. The corresponding capital increase will take place within the next few days
and the stake of SOGECABLE, S.A., will be 83% of the resulting share capital. WARNER
BROS. will be paying Ptas. 549 bn, which corresponds to 10% of the value of
CANALSATELITE DIGITAL, S.L. as at 1% July 19978, pursuant to the range of valuations
given in the Memorandum describing the Public Offering of Shares in SOGECABLE S.A.

Furthermore, WARNER BROS. has given notice of its intention to exercise the option that

SOGECABLE, S.A. had granted it to subscribe 10% of the share capital of CINEMANIA,

S.L. The price of the transaction will be Ptas. 168 million, pursuant to the provisions of the

agreement dated 1% July 1997. Once the transaction has been completed, the stake that

SOGECABLE S.A. holds through its fully-owned subsidiary COMPANIA INDEPENDIENTE
DE TELEVISION, S.L., will be 90% of the share capital of CINEMANIA, S.L.




Madrid, 14" March 2000
DISCLOSURE OF RELEVANT EVENT

We hereby inform you that on Saturday 11™ March, the Official State Bulletin published the
agreement adopted by the Council of Ministers on Friday 10" March regarding the renewal
of the licences awarded to the three private television channels, and in particular to this
Company, in August 1989.

The licence has been renewed for a further 10 years, and with the same requirerhehts with
which it was awarded in 1989, in addition to those set out in the Terrestrial Digital
Television Technical Plan and in the Service Provision Regulations issued in October
1998.

-




Madrid, 14" March 2000

DISCLOSURE OF RELEVANT EVENT

We hereby inform you that at the meeting held today, the Board of Directors of
SOGECABLE, S.A., unanimously passed the following resolutions:

1. - After the Chairman had informed that EDICIONES MONTE ANETO, S.A. had resigned
from the Board, the Board of Directors exercised the powers vested upon it in article 138
of the Corporations Act by appointing Mr. Gregorio Marafion y Bertran de Lis to the Board
as a Director. _

2. - The Board approved the Regulatiorfs of the Board of Directors in the terms attached
hereto. Furthermore, the Board voted that the Appointments and Remuneration.Committee
be formed by three (3) members, the following directors having been designated: Mr. Juan
Luis Cebrian Echarri, Mr. Laurent Perpere and Mr. Leopoldo Rodés Castaiié. Pursuant to
article 28 of the Regulations, the Managing Director will also form part of the said
Committee. .

l.,

Following the adopted the following agreements signed a contract with Real Madrid Club
de Futbol for the purchase of the audiovisual and television rights of the official’ national

League and Kings' Cup competitions for the seasons 2003/2004, 2004/2005,:2005/2006 . . :: o

and 2006/2007 and an option to purchase the said rights for the season 2008/2009. ™.

Pursuant to the contracts signed by Gestion de Derechos Audiovisuales .y ‘Deportivos,
S.A., the rights and obligations of this new contract will be assigned to Audiovisual Sport,
S.L.




Draft: [ ] 9 May 2000

REGULATION OF THE BOARD OF DIRECTORS OF
SOGECABLE, S.A.

SECTION I — INTRODUCTION

Article 1 - Objective

1. This regulation establishes the conduct principles and the general rules

- regarding the structure and operation of the Board of Directors of Sogecable, - -

S.A. (the Company). It also establishes the conduct rules to apply to the Board
members and, where appropriate, the top Directors who attend the Board
meetings.

Article 2 - Interpretation

This Regulation shall be interpreted in accordance with any applicable law and
the Board shall resolve any uncertainty as regards its interpretation. :

Article 3 — Amendment

1. This Regdlation may be amended at the request of either the Chairman
or one third of the Board members, provided they explain the reasons for-the
proposed amendment ina memorandum

2. The. text of the, proposed amendment a report of the Audit. and
Compliance Comm1551on on it and the explanatory memorandum must each be
considered at a Board meeting and the proposed amendment must be approved-
by an absolute majority of the Board.

Article 4 - Distribution of the Regulation

1. Each Director must comply and ensure compliance with the Regulation
therefore the Company Secretary shall provide each Director with a copy of it
and the Board shall ensure that the shareholders and any public investors are
made aware of its existence.

SECTION II — TASKS OF THE BOARD

Article 5 — Functions

1. Except regarding the matters reserved to the General Meeting, the Board
shall be the main decision-making body of the Company.

2. The Board delegates the daily management of the Company to the
Managing Director and the Management team and focuses on the task of
general supervision. Any powers reserved for the Board by law may not be

delegated.

k3
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3. The following decisions require the prior approval of the Board:

a) any proposal to amend the corporate object of the Company or any
company controlled wholly or partially by it;

b) the budgets and financial plans of the Company;

c) any investment decisions, the assumption of financial obligations in
respect of loans, guarantees, etc. or entering into any contracts under which the
Company, or any company controlled wholly or partially by it, individually
assumes financial obligations in excess of Pesetas 5,000,000,000 or the
equivalent in any other currency, except in extremely urgent circumstances
where it is impossible to call a meeting of the Board or the Executive
Comrmnission;

d) any disposal or encumbrance of assets of the Company or any company
controlled wholly or partially by it;

e) proposals or resolutions to increase, reduce or otherwise alter the share
capital of the Company;

f) defining the Company policy regarding the holding of its own shares;
g the agreements between the Company and its members; g
. h) any agreeménts to obtain a licence to ,,broadcasit private TV on terrestrial

channels in Spain;
1) any strategic alliances of the Company or any companies controlled by it;

) mergers, demergers and any decision affecting the Company’s status as a
quoted company;

k) the constitution of new companies, acquisitions of shares in other
companies and the sale of shares in any company controlled wholly or
partially by the Company; and

1) any significant changes to the policy of the Company.

4. Where permitted by law, the approval of the Executive Commission
may replace the required approval of the Board referred to in paragraph 3,
except regarding the matters set out in paragraphs 3 a), b), ¢), f} and j).

5. In circumstances of extreme urgency (referred to in paragraph 3c above),
the Managing Director’s decision may replace the required approval of the
Board or the Executive Commission.
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Article 6- Increasing Company value for the shareholders
1. The Board’s main objective is to maximise the value of the Company.

2, The Board shall determine and review the Company’s business and
financial strategies in accordance with the following instructions:

(@)  the Company’s business plan shall focus on obtaining proﬁts and
maximising cash-flow in the long-term; : - -

(b)  the adoption of new investment plans shall be based on obtaining an
adequate performance in relation to the cost of the capital of the

Company; and -

(c)  the Company’s transactions shall be frequently reviewed to guarantee
efficiency. :

3. As regards corporate structure, the Board shall adopt the necessary
measures to ensure that the management of the Company seeks and is
incentivised to increase the value of the Company in favour of the shareholders
and that no shareholder receives privileged treatment.

Article 7 - Other interests

In maximising the value of the Company in favour of the shareholders;  the-
Board must respect the law, fulfil all of its contractual obhgat:ons in good fa1th
and generally conduct its activities in an ethical manner.

SECTION III - COMPOSITION OF THE BOARD
Article 8 - Qualitative Composition

1. The Board, in the exercise of its rights of cooption and to propose
appointments to the General Meeting, shall procure that the number of non-
executive Directors is much greater than the number of executive Directors on
the Board. For these purposes, the Executive Directors shall be the Chairman,
the Managing Director and the other Directors who perform management tasks

“within the Company or any of its subsidiaries.

2. The Board shall procure that the group of non-executive Directors is
composed of those proposed by holders of significant, stable interests in the
shares of the Company (controlling Directors) and professionals of renowned
prestige who have no connection with the management team or the main
shareholders (independent Directors).

MAQD03677.718/ 2 Page 3
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Article 9 ~ Quantitative Composition

1. The Board shall be composed of the number of Directors which the
General Meeting may decide, subject to the by-laws of the Company.

2. The Board shall propose to the General Meeting the number of
Directors which it considers necessary for its due representation and efficient

operation.

SECTION IV — STRUCTURE OF THE BOARD OF DIRECTORS
ARTICLE 10 — CHAIRMAN OF THE BOARD

1. The Chairman of the Board shall be Chairman of the General Meeting,
the Board of Directors and the Executive Commission and his/her appointment
or re-appointment shall involve the delegation of all the powers of the Board
which may be legally delegated.

ARTICLE 11 — THE MANAGING DIRECTOR

1. The Managing Director shall bear the main responsibility for the
management of the Company. His/her appointment or re-appointmentshall
involve the delegation of all the powers of the Board which may be legally
delegated, leaving him/her to effectively manage the business of the Company
in accordance with the decisions’ made and the criteria estabhshed by the .
General Meetirig and the Board." :

2. Without preJudme to Article 5, the Managmg Director is responsible for
the ordinary management of the Company, and may, in urgent situations, adopt
whatever measures he sees fit in the interests of the Company. He/she may also
execute any contracts entered into by the Board or the Executive Commission.

ARTICLE 12 = VICE-CHAIRMAN

1- The Board must appoint one or more Vice-Chairmen who, where
necessary, will replace the Chairman as regards the operation of the Board. If
“severa] Vice-Chairmen are appointed, the most senior Vice-Chairman will
" replace the Chairman and, if all the Vice-Chairmen are absent, the most senior
Director will replace the Vice-Chairman.

ARTICLE 13 — SECRETARY OF THE BOARD

1. The Secretary of the Board is not required to be a Director. The
Secretary shall assist the Chairman in his duties and ensure that the Board
functions properly, in particular, by providing the Directors with all necessary
advice and information, retaining corporate documentation, recording the
minutes of the meetings and certifying the agreements of the Board. The
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Secretary shall ensure that all acts performed by the Board are formally and
materially legal and that its governing procedures and rules are respected.

ARTICLE 14 - VICE-SECRETARY OF THE BOARD

1. The Board may appoint a Vice-Secretary to assist the Secretary. The
Vice-Secretary need not be a Director. In the absence of both the Secretary
and the Vice-Secretary, the Secretarys functions shall be carried out by a
Director appointed by the Board,

SECTION V - OPERATION OF THE BOARD
ARTICLE 15.- MEETINGS OF THE BOARD OF DIRECTORS

1. The Board shall meet at least quarterly and as often as the Chairman
considers it necessary for the proper operation of the Company, Where a
meeting is requested by one quarter of the Directors, the Board shall meet
within 15 days of their request.

2. The notice of any meeting shall include the agenda of the meeting and
shall be served by letter, fax, telegram or e-mail at least 8 days prior to the
meeting.

- 3. The Managing Director shall prepare and circulate to the other Directors
. -all the information necessary for the approval of the resolutions proposed in the:

agenda of each meeting of the Board and the Executive Commission at least 3 - .

business days before the relevant meeting. The information circulated shall be .
complete and, where approprate, shall include business plans, summaries of
resolutions and any other necessary documents.

In urgent situations, the Managing Director may provide the available
information with less advance notice than that mentioned in the previous
paragraph, although the information must be sufficient for the approval of the
resolutions proposed in the agenda for the meeting.

4. The Chairman may at any time refer to the Board any matter which he
. deems expedient for the proper operation of the company, whether or not it
~ appears on the agenda.

5. The periods of notice set out in paragraphs 2 and 3 above shall not be
applicable when the Chairman considers that they are unnecessary.

6. A Board meeting may be called without any notice when all the
Directors are present and agree to hold such a meeting.

7. The approval of written Board resolutions without holding a Board
meeting shall only be permitted if all Directors agree to this.
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ARTICLE 16. - PROCEDURE OF THE MEETINGS

1. A Board meeting shall be quorate when at least half plus one of the
number of Directors are present or represented by proxy. Any Director may
appoint in writing one of the other Directors as his/her proxy for any single
meeting.

2. Except where ‘the law requires a special majonty, resolutions shall be
adopted by an absolute majority of the Directors present or represented, with
any deadlock being resolved by the Chairman’s casting vote. Each Director
either present or represented shall have one vote.

3. The Chairman shall encourage participation in the meetings and shall put
the issues to the vote when he/she considers that they have been adequately

discussed.

SECTION VI. - APPOINTMENT AND DISMISSAL OF
DIRECTORS

ARTICLE 17. -~ APPOINTMENT OF DIRECTORS

1. The Directors shall be appointed by the General Meeting or temporarily
by the Board, in accordance with the Spamsh Compames Act and the by-laws
of the Company

2. Any nominations of the Board for the appomtment of Directors and ..°
resolutions of the General Meeting to appoint Directors must respect this
Regulation and be preceded by a report of the Appointments and
Remuneration Commission.

ARTICLE 18. — APPOINTMENT OF NON-EXECUTIVE DIRECTORS

The Board and the Appointments and Remuneration Commission shall ensure
that non-executive Directors are selected by persons of renowned competence
and experience.

' ARTICLE 19. = RE-APPOINTMENT OF DIRECTORS

Any proposals of the Board to the General Meeting for the re-appointment of
Directors shall be made by means of a formal process including a report of the
Appointments and Remuneration Commission assessing the performance and
dedication of the nominated Directors during their term of office.

ARTICLE 20. -~ DURATION OF OFFICE

1. Directors shall be appointed for five (5) years and may be re-appointed.

)
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2. Directors appointed by cooption shall hold office until the date of the
first General Meeting.

ARTICLE 21. — DISMISSAL OF DIRECTORS

1. Directors shall cease to-hold office when their period of office expires
or when the General Meeting so decides.

2. Directors must place their office in the hands of the Board and, if the
Board considers it appropriate, tender their resignation in the following cases:

(@)  when they have acted illegally or breached their duty to avoid conflicts
of intezest; :

(b) when criminal proceedings are brought against them or serious
disciplinary proceedings are brought against them by the supervisory
authorities of the Spanish Securities Market;

()  when they are severely reprimanded by the Audit and ‘Compliance
Commission for having breached their obligations as Directors;

(d)  when the reasons for their appointment cease to exist, particularly where
either a controlling or an independent Director loses such status; or

(e)  when they reach 70 years of age.

3. Any member of a Commission who serves as a member in his or her
capacity as a Director shall cease to be a member when he or she ceases
to be a Director.

ARTICLE 22. — OBJECTIVITY AND SECRECY OF VOTING

1. In accordance with Article 32, any Directors proposed for re-
appointment or dismissal shall not participate in the discussions and
voting in respect of these matters.

2. Any vote of the Board regarding the appointment, re-appointment or
dismissal of Directors shall be secret if so requested by its members.

SECTION VII. - THE COMMISSIONS OF THE BOARD OF
DIRECTORS

ARTICLE 23. — INTRODUCTION

1. The Board shall establish an Executive Commission, an Audit and
Compliance Commission and an Appointments and Remuneration

Commission.
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2. . The Secretary, and, in his/her absence, the Vice-Secretary, shall act as
Secretary to these Commissions. The Commissions shall meet on the advance
notice of their Chairman. Normally, the operational rules established by this
Regulation for the Board shall also apply to the Commissions. The
Commissions shall prepare minutes of their meetings in the form required by
the Board.

ARTICLE 24. — THE EXECUTIVE COMMISSION
a) Composition

This Commission shall be composed of 11 Directors. Both the Chairman and
the Managing Director shall be permanent members and the other nine
members shall be chosen from the Directors by a favourable vote of two thirds
of the Board members. Where necessary, the Chairman shall be replaced by a
member of the Executive Commission nominated by his/her fellow members.

The general manager and any other experts whose reports may be useful for the
operation of the Company shall attend the meetings of the Executive

Commission.
b) Operation

This Commission shall meet monthly, except in those months when a Board
meeting is held and provided the Chairman deems it to be in the interests of the
Company. The Chairman must call meetings with adequate notice.

For a meeting of the Executive Commission to be quorate, at least the majority
of the Directors who are members of it must be either present or represented by
a proxy. Any Director may be represented by any other Director who is a
member of the Commussion.

The resolutions shall be approved by an absolute majority of the Directors

either in attendance or represented, with any deadlock being resolved by the
Chairman’s casting vote.

. ARTICLE 25. —= THE AUDIT AND COMPLIANCE COMMISSION

1. This Commission shall be composed of a minimum of three (3) and a
maximum of five (5) non-executive Directors to be determined by the Board at
any time and, to the extent permitted by the vacant posts and the Shareholdings
of the Company, its composition shall adequately represent the independent
Directors.

2. The Board shall appoint and dismiss the Commission members at the
proposal of the Chairman. The Commission members shall cease to be
members when they cease to be Directors or when the Board so determines.
The Chairman of the Commission shall be appointed by its members.
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3. The main function of the Commission is to support the Board in the
management of the Company. It shall have the following basic functions:

(a)  to propose the appointment of the external auditor, the terms and, where
appropriate, the termination or renewal of its contract and the scope of
its term of office;

(b)  to review the Company accounts, to ensure compliance with the legal
requirements and the correct application of the generally accepted
accounting principles, and to inform Company members of any proposals
by the management to amend the accounting principles and criteria;

()  to supervise compliance with the audit contract, ensuring that the views
expressed in the annual accounts and the main content of the auditors’
report are drafted clearly and precisely;

(d)  to review the prospectuses and periodic financial information which the
Board must provide to the markets and their supervisory bodies;

(¢) to ensure compliance with the Internal Regulation of conduct in the
securities markets, this Regulation and the Company’s governing rules
and to make any suggestions necessary to improve these. In particular, to
receive information and, where appropriate, issue reports on disciplinary
measures to the top managers of the Company;

® at the request of the Board, to ‘analyse and inform the Company of
important individual investment transactions; and

(g)  to exercise any other functions assigned to it by this Regulation.

4, The Commission shall meet periodically dependmg on the requirements
of the Company and at least four (4) times per year. The efficiency and
fulfilment of the Company’s governing rules and procedures shall be assessed at
one of the sessions.

5. The Commission may compel any member of the management team or
. of the Company staff to attend its meetings to provide assistance and access to
~ any information held by such member. It may also compel the auditors to
attend its meetings.

6. To best perform its functions, the Commission may request the advice of
external professionals, in which case Article 28 shall apply.

ARTICLE 26.- THE APPOINTMENTS AND REMUNERATION COMMISSION

(@) Composition
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This Commission shall be composed of at least three (3) and at most five
(5) non-executive Directors, to be decided by agreement of the Board at
the proposal of the Chairman. The Managing Director shall also be a
member of this Commission. The Chairman shall be appointed by its
members. The members of this Commission shall cease to be members
when they cease to act as Directors or when the Board so resolves.

" (b)  Functions and powers

This Commission shall have the following basic functions:

(1) to report on the proposals to appoint Directors and members of
the Commissions ot the Board;

(2) to approve the salary bands and the standard form contracts of the
top managers; :

(3) to report on and periodically review the Directors’ remuneration
regime; '

(4) to propose the incentive plans for the Directors and top ménagers
which the Board may submit to the General meeting for approval;

(5) to exercise any other powers assigned to it by this Regulétion.

(&) Operation

This Commussion shall meet any time the Board or the Chairman
requests that a report be issued or that proposals be approved within the
scope of its powers and provided the Chairman considers it a useful

exercise of its functions.
SECTION VI - INFORMATION FROM DIRECTORS
ARTICLE 27.- POWERS OF INFORMATION AND INSPECTION.

1. Directors may request the information and advice on any aspect of the

" Company or its subsidiaries, whether domestic or foreign, which is necessary for

the performance of their functions. The Chairman shall either provide the
Director(sy with the information directly, refer them to the appropriate
individual(s) or decide on the measures necessary for the study requested.

2. In exceptional cases, the Chairman shall be able to temporarily restrict
access to certain information, provided the Board is made aware of such

restriction.
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ARTICLE 28.- ASSISTANCE OF EXPERTS

1. To assist them with specific problems of certain importance and
complexity, the non-executive Directors may at the Company’s expense agree
by simple majority to contract legal, accounting or financial advisors or any
other experts.

2. The Chairman must be informed of the decision to instruct an expert
which shall be carried out through the Secretary. The Executive Commission
may veto such decision when it considers such action is unnecessary for the
performance of the functions of the non-executive Directors or the cost is
unreasonable given the importance of the problem or such advice may be
suitably provided by the Company’s experts.

SECTION IX.- DIRECTORS’ REMUNERATION
ARTICLE 29.- DIRECTORS’ REMUNERATION

1. The Directors shall have the right to receive the remuneration fixed by
the Board in accordance with the relevant laws and this Regulation. The Board
shall ensure that the Directors’ remuneration reflects market conditions.

2. Both the legally required information and such information that may be
deemed expedient regarding the Directors’ remuneration shall be contzuned in
the Memorandum which forms part of the' Annual Accounts B

ARTICLE 30 NON-EXECUTIVE DIRECTORS’ REMUNERATION PR

The Board shall adopt all the measures possible to ensure that the non-executive |
Directors’ remuneration reflects and incentivises the dedication of time to the
Company, without preventing them from being independent.

SECTION IX. - DIRECTORS’ DUTIES
ARTICLE 31.- GENERAL OBLIGATIONS OF THE DIRECTORS.

1. In accordance with Articles 5 and 6, the Director’s main function is to
" direct and control the management of the Company to maximise its value in the
interests of the shareholders.

2. In performing his/her functions, the Director shall work with the
diligence of an organised businessman and a loyal representative and, in

particular, shall:

() adequately inform him/herself and prepare for the meetings of the Board
and the Commissions of which he/she is 2 member;
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(b)  attend and actively participate in the meetings of the Commissions of
which he/she is member;

()  perform any specific task given to him/her by the Board and which
reasonably falls within his/her job description;

(d)  encourage the investigation of any irregularity in the management of the
Company which was foreseeable and the monitoring of any risky
situations; and '

(e)  comply with the Internal Conduct Regulation and this Reguladion.
ARTICLE 32. — CONFLICTS OF INTEREST

1. The Directors shall not participate in any discussions regarding any
matters in which they are interested either directly or indirectly.

2. The Directors shall not enter into any professional or commercial
transactions either directly or indirectly with the Company nor with any of its
subsidiaries, unless they provide the Board with advance notice of these and the
Board or, where appropriate, the Executive Commission, following a prior
report from the Appointments and Remuneration Commussion, approves such
transactions.

ARTICLE 33.- DIRECTORS® DUTY OF CONFIDENTIALITY

1. The Directors shall keep confidential the discussions of the Board and the
Commissions of which they are members and, in general, shall not disclosé any
information to which they have access in the exercise of their duties. This
confidentiality obligation shall not terminate when the directors cease to hold
office as directors.

ARTICLE 34.- NON-COMPETITION

The Directors shall not provide their professional services to Companies which
compete with the Company or its subsidiaries or companies in which it has an
_interest. However, they may perform functions within companies which have a
' significant and steady interest in the-Company.

ARTICLE 35.- TRANSACTIONS WITH SIGNIFICANT SHAREHOLDERS

1. The Board or, where approprate, the Executive Commission formally
reserves for itself any transaction to be entered into by the Company with a
significant shareholder. :

2. No transaction shall be authorised without the prior issue of a report by
the Appointments and Remuneration Comurnission assessing the transaction in
respect of the market conditions.
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3. As regards ordinary transactions, the general authorisation of the type of
transactions and the conditions in which they will be effected shall be sufficient.

ARTICLE 36.- PRINCIPLE OF TRANSPARENCY

The Board shall include in its annual public information a summary of the
transactions carried out by the Company and a list of its Directors and
significant shareholders. The information shall reveal the global volume of the
transactions and the nature of the most important ones.

SECTIONS X.- RELATIONS OF THE BOARD OF DIRECTORS
ARTICLE 37.- RELATIONS WITH THE SHAREHOLDERS

1. The Board shall decide the appropriate channels to discover the proposal§
which the shareholders may make in relation to the management of the

Company.

2. The public requests for delegation of the vote made by the Board or any
Director shall specify the way in which the representative shall vote where the
shareholder does not provide instructions and, where applicable, shall reveal the
existence of conflicts of interest. :

3. The Board shall ensure that the Company establishes adequate
mechanisms to exchange normal information with the institutional shareholders
of the Company. Directors shall under no circumstances divulge any
information which could provide insttutional shareholders with an advantage
over the other shareholders.

4. The Board shall encourage the informed participation of the shareholders
at the General Meeting and shall adopt any measures necessary to ensure that
the General Meeting effectively exercises the functions attributed to it by the
Internal Conduct Regulation.

ARTICLE 38.- RELATIONS WITH THE MARKETS

1. The Board shall ensure the timely completion of the current instructions
regarding information of relevant facts, in accordance with the Internal Conduct

Regulation.

2. The Board shall adopt the measures necessary to ensure that all financial
information is placed at the disposal of the markets, is prepared in accordance
with the same principles, criteria and professional practices as the annual
accounts and is as reliable as these. For these purposes, such information shall be
reviewed by the Audit and Compliance Commission.

b
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ARTICLE 39.- RELATIONS WITH THE AUDITORS

1. The Board shall not propose the appointment of those audit firms whose
fees are more than five per cent of their total income during the last financial

year.

2. The Board shall publicly inform the Company of the total fees paid to
the Company’s auditors for any non-audit services.
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Sogecable Miguel Satrustegui
General Secretary

Madrid, 3™ May 2000

We hereby inform you that as of today's date, Sogecable, SA has exercised the option
given to it by DTS, DISTRIBUDORA DE TELEVISION DIGITAL, SA (VIA
DIGITAL) to acquire a non-exclusive licence over the Champions League rights for the
forthcoming 2000-2001 season.

Sogecable has exercised this option to exploit the rights under the pay TV system
through Canal + in both the analogical and digital systems. Srion

As already mentioned in the Prospectus for the Public Offer of sale and Subscription of
Shares of the Company, dated June 1999, the cost of these rights amounts to
approximately 4,500 million pesetas.




Sogecable, S.A.
(Call to an Ordinary General Meeting)

By resolution of the Board of Directors of Sogecable, SA the shareholders are hereby
called to attend an Ordinary General Meeting to be held in Madrid at Paseo de la
Castellana, 33 on 16™ May 2000 at 13:00 hours on first call and at the same place and
time on 17" May 2000 on second call, subject to the following:

AGENDA

1.- Examine and approve, if pertinent, the Annual Accounts, Balance Sheet, Profit and
Loss Account, Annual Report and Management Report relating both to the company
and its consolidated group for the 1999 financial year, and the proposal to apply the
results.

2.- Approval of the management undertaken by the Board of Directors during the 1999
financial year.

3.- Retirement and appointment of Directors.

4.- Extension of appointment of Arthur Andersen y Cia, S. Com. as the Accounts
Auditors of the company for the 2000 financial year.

5.- Amendment of Article 28 of the Corporate Bylaws relating to Directors’
" remuneration, in accordance with Article 130 of the Limited Companies Act,
following an amendment made by Law 55/1999 of 29% December.

6.- Share option plan for thé executive directors and executive staff of the company and
special remuneration plan for the employees, with authorisation and delegation of
powers to the Board of Directors in connection with these matters.

7.-Authorisation to the Board of Directors for the derivative acquisition of direct or
indirect shares, within legal limits and conditions, and authorisation to transfer same, if
pertinent.

8.-Delegate power to the Board of Directors to issue simple debentures.

9.-Authorisation for the Board of Directors of the company, to fully develop and

execute the aforementioned resolutions under the broadest possible terms, expressly
including authorisation to interpret, put right and complete them in a public deed.

ATTENDANCE AND INFORMATION RIGHTS

Those shareholders who hold, either personally collectively, at least one hundred shares

which are recorded in the pertinent accounting register at least five days prior to the date
set for the meeting and who are in possession of the relevant attendance card issued by
the company, may attend the General Meeting of Shareholders.




The Bylaws allow the grouping of shares, and any shareholder who has the right to
attend meetings may give a proxy to another shareholder or company director to attend

a General Meeting.

As from the date of this call, and in performance of the provisions under Articles 144
and 212 of the Limited Companies Act, the shareholders have the right to examine, at
the company's registered address at Gran Via, 32, Madrid, and to request the delivery or

. dispatch of the following documents by post free of charge:

e The complete Annual Accounts (Balance Sheet, Profit and Loss Account, and the
Annual Report) and the Management Report referring to the 1999 financial year of
the Company and its consolidated Group, together with the respective reports
prepared by the Accounts Auditor (First Point on the Agenda).

o The complete wording of the proposals for resolutions that the Board of Directors
will submit for approval to the Shareholders in General Meeting.

o The complete wording or report from the Directors regarding the resolution
proposed for the amendment of the Bylaws (Point Five on the Agenda).

PRESENCE OF A NOTARY

The Board of Directors has requested a Notary to be present and to draw up a certificate
covering the General Meeting.

ANTICIPATED DATE ON WHICH THE MEETING WILL BE HELD

It is expected that the General Meeting will be held on first call, that is, on 16% May
2000, at the place and time referred to above.

For any further information, the shareholders may contact SOGECABLE, SA's
shareholder information office on telephone 91 396 58 07 or 91 339 83 30 between 9:30
and 14:30 hours and from 15:30 to 18:00 hours, Monday through Friday.

Madrid, 28" April 2000

The General Secretary and the Board of Directors.




PROPOSED RESOLUTIONS

ORDINARY GENERAL MEETING
%ecable, S.A,
6™ MAY 1999

1.- Examine and approve, if pertinent, the Annual Accounts, Balance Sheet, Profit
and Loss Account, Annual Report and Management Report relating both to
the company and its consolidated group for the 1999 financial year, and the

proposal to apply the results.

"To approve the individual and consolidated Annual Accounts (Balance Sheet,
Profit and Loss Account and Annual Report) and the Management Report
relating to the 1999 financial year closed at 31°° December 1999, audited by
the Company's accounts auditor which show the company has a negative
result of 1,695,524,562 pesetas, therefore, it is not pertinent to distribute any
results. This negative result shall be fully applied to the account "Negative
Results of Previous Financial Years",

2.- Approval of the management of the Board of Directors during the 1999
financial year.

"To approve the management of the Board of Dzrectors durmg the last
" financial year withour any reservations whatsoever." :

3.- Resignation and appointment of Directors.

"To ratify the appointment of Mr. Gregorio Marafion y Bertran de Lis as
member of the Board of Directors.

To appoint additional directors, if pertinent.”

4.- Extension of appointment of Arthur Andersen y Cia, S. Com. as the Accounts
Auditors of the company for the 2000 financial year.

"For the purposes of Article 204 of the Limited Companies Act and Article 153
et seq of the Companies Registry Regulations, to extend the appointment of

ARTHUR ANDERSEN Y CIA, S.COM., a Spanish firm with its registered office
in Madrid at ¢/Raimundo Ferndndez Villaverde, 65, holder of Tax ID No. D-
79/104469, recorded in the Madrid Companies Register in Tome 3190, Book 0,
Folio 1, Section 8, Page M-64414, as the Accounts Auditors of the company
and of its consolidated group for a period of one (1) year to carry out an audit
of the financial statements that will be closed at 31" December 2000."

5.- Amendment of Article 28 of the Corporate Bylaws relating to Director's
remuneration, in accordance with Article 130 of the Limited Companies Act,

following an amendment made by Law 55/1999 of 29" December.




"To amend Article 28 of the corporate bylaws which will hereafter read as
follows:

Article 28.- Board's Remuneration

The directors' remuneration, which shall in no case consist of a share in the
profits, shall be comprised of attendance allowances, subject to those.terms as -
may be agreed by the Board of Directors within the limits as determined by the
Shareholders in General Meeting, along with a fixed annual sum, subject to
those terms as may be agreed by the Board of Directors also within the limits
as determined by the Shareholders in General Meeting.

The remuneration of the different directors may also be different depending on
their office and service on Board commiltees.

Upon approval of the annual accounts, the Shareholders in Ordinary General
" Meeting may modify the directors' remuneration ceilings, and should they not
do so, the limits in force will be autromatically updated at the start of each
financial year in accordance with the percentage variation of the Consumer
Price Index (total general domestic index).

It shall rest with the Board, in any case subject to the limits set down by the
General Meeting, to determine the exact amounts of “any allowances and
individual remuneration payable to each director.

Without prejudice to the aforementioned  remuneration, the directors' .
remuneration may also consist of shares or option rights thereover or in
amounts referenced to the value .of the shares. The application of this
remuneration method shall require authorisation from the General Meeting
and, if pertinent, the number of shares to be given, the option exercise price,
the value of the shares taken as a reference and the duration of this kind of
remuneration method shall be stated.

The Company may take out a civil liability insurance policy for its directors.”

6.- Share option plan for the executive directors and executive staff of the
company and special remuneration plan for the employees, with authorisation
and delegation of powers to the Board of Directors in connection with these

matters.

"I) It is resolved to approve an Options Scheme for the acquisition of Company
shares by the Executive Directors and Executives of the Sogecable Group
(hereinafter, "the Participants”} so as to enable them to increase their
shareholding in the company, on the following terms:

1).-  General Description of the Scheme.

Under this Scheme, each one of the Participants will have the right to
receive a transfer of a certain number of options from the Company




that will give them the right to acquire a like number of company shares
after three years, if pertinent.

Those Executive Directors and Executives of the Sogecable Group
selected by the Board of Directors on a proposal made by the
Appointments and Remuneration Committee may take part in this
Scheme. ‘

The number of options to which each participant will be entitled will be
determined by the Board of Directors on a proposal made by the
Appointments and Remuneration Committee depending on the fixed
remuneration paid thereto, and the same will be weighted in
accordance with a percentage relating to the level of responsibility
held. The total number of share options that may be issued shall not
exceed 1% of the Corporate capital.

The Scheme will include three successive issues of options, in the year
2000, 2001 and 2002 in each of which a total number of options that
shall not exceed 0.333% of the Corporate Capital'may be issued.

The options and rights arising under the Scheme may not be
transferred, save upon the demise of a participant and subject to the
limits laid down by the Board of Directors.

2).- . Price of the option and exercise condition.

The exercise price of each option shall be the simple arithmetic mean of
the listed share prices at the close of trading of Sogecable on the
Continuous Market over a period of thirty working days immediately
prior to the date of the issue of the option, multiplied by between I and
1.15%. In regard to the options issued during the first year, said
percentage shall be 1.15%.

The options shall be issued referenced to | 6" May 2000 and on the
following two anniversaries thereafter. The options may be exercised
three years afier their issue date. '

The acquisition price of each option amounts to 5% of the exercise
price thereof.

3).-  Authorisation for the Board of Directors.

The Board of Directors, which may delegate same to the Appointments =
and Remuneration Commitiee, is authorised to apply, execute and
develop this resolution, including the power to change the price and
conditions of the options, should any exceptional circumstances
warrant the same.

I) Also, the Board of Directors, which may delegate same to the Appointments
and Remuneration Committee, Is authorised to prepare a remuneration pian




consisting of the delivery of shares or which is referenced to the price of the
shares, for the employees of the Sogecable Group who have an indefinite
employment relationship therewith as of the date of this Meeting and who are not
participants under the Options Scheme described in paragraph I) above, bearing
in mind, for the purposes hereof, a number of shares that does not exceed 0.1% of
the Corporate Capital.

For the purposes of this Agreement, the Sogecable Group shall be understood to
- be defined in accordance with the description. used in the Public Offer for the Sale .
and Subscription of Shares of the Company in June 1999.

III) The Board of Directors is hereby given delegated authority to decide on any
capital increase such as may be necessary to perform the Share Options Scheme
and the remuneration plan referred to in this resolution, subject to those limits
herein laid down, and the conditions in the first paragraph, letter b) and the
second paragraph of Article 153 of the Limited Companies Act, excluding any
pre-emption rights provided the Board of Directors previously performs those
conditions laid down under Article 159.2 of the Limited Companies Act, if
pertinent.”’

7.- Board Authorization for a derivative (pre-emptive) acquisition, direct or
indirect, of the company's own shares subject to the legal limits and condxtlons,

and authorisation to alienate the same.

"To authorise the Board of Directors to carry.-any derivative (pre-emptive)
acquisition of the company's own shares, either directly or through any other
company designated by it, and to revoke the authorisation given at the
General Meeting of Shareholders held on 18* May 1999, subject to the
Jollowing limits and conditions:

Acquisition Methods: by purchase or any other inter vivos act for value.

Maximum number of shares that may be acquired: shares representing up to
3% of the corporate capital of SOGECABLE, SA, free from all charges and
encumbrances so long as they are fully paid up and not subject to the
performance of any duty, and provided the nominal value thereof does not
exceed the said 5% of the corporate capital of SOGECABLE, SA.

Minimum and maximum acquisition price: the minimum acquisition price of
the shares shall equal 75% of their list value and the maximum price shall not
exceed 120% of their list price on the date of acquisition.

Maximum trading volume : the maximum trading amount in connection with
the acquisition of the company's own shares shall not exceed 25% of the
average total volume of SOGECABLE, SA's shares traded in the last ten
sessions.

Validity of the authorisation: 18 months as fram the date of this resolution.




Any shares that are acquired may be delivered to the beneficiaries under the
Option Scheme or the special remuneration plan as provided under the

foregoing sixth resolution.”

8.- Delegation of powers to the Board of Directors to issue simple debentures.

“In accordance with Article 12, paragraph f) of the Corporate Bylaws, to
delegate powers in favour of the Board of Directors to issue simple

debentures up to a maximum amount of three hundred miilion Euros - - - . -

( 300,000,000), within a period of time of five years and to determine the
interest thereon and any other conditions of the issue or issues as it may deem

pertinent."”

9.- Authorisation for the Board of Directors of the Company on the widest possible

terms to fully develop and execute the aforementioned resolutions, expressly
including the power to interpret, correct and complete the same and to engross

them in a public deed.

"Without prejudice to those authorisations provided for in the foregoing
resolutions, it is resolved to authorise the Board of Directors, which may
delegate any powers to the Executive Committee, in the widest possible
manner necessary according to Law to develop, execute and interpret the
dforementioned resolutions, including, as necessary, powers to interpret,
correct and complete the same and it is likewise resolved to delegate powers
‘to- the Chairman of the Board of Directors, Mr. Jesus de Polanco Gutiérrez, -

-and the Secretary, Mr. Miguel Satrustegui Gil-Delgado, so that either thereof <+

may separately complete and make good the foregoing resolutions made at
this Meering in public format and especially to file at the Companies
Register, for deposit, therewith a certification of the resolutions approving
the annual accounts and the application thereof, and to annex such
documents as may be legally required, and to enter into such public or
private documents as may be necessary so as to record all resolutions
adopted in the Companies Register, with the power to even amend or rectify
same depending on any verbal or written objections made by the Registrar.”




DIRECTORS’ REPORT FOR THE PURPOSES OF ARTICLE 144 OF THE
LIMITED COMPANIES ACT IN REGARD TO THE AMENDMENT OF ARTICLE
28 OF THE CORPORATE BYLAWS.

The delivery of shares or option rights thereover or of amounts referenced to the value
~of the shares are clear instruments for the performance of one of the main corporate

functions of the Board of Directors under the recently approved Internal Rules, that is,
. to. incentivize the maximum improvement of the company's real value which to a great .
extent depends on the effort and diligence of its directors. In short, the realities of the
corporate situation in the domestic and international market fully justify this decision.

Thus, the Board, in accordance with Article 130 of the Limited Companies Act,
following the amendment introduced by Law 55/1999 of 29% December, will submit an
amendment to Article 28 of the Corporate Bylaws in accordance with the wording set
forth below, for the approval of the Shareholders in General Meeting;:

Article 28.- Remuneration of the Board

The directors' remuneration, which shall in no case consist of a share in
profits, shall be comprised of attendance allowances, subject to those terms as
may be agreed by the Board of Directors within the limits as determined by the
Shareholders in General Meeting, and a fixed annual sum, subject to those
terms as may be agreed by the Board of Directors also within the limits as
determined by the Shareholders in General Meeting. .
- .The remuneration of the different directors may also be different depending on.
: their office and service on Board committees. "

Upon the approval of the annual accounts, the Shareholders in Ordinary
General Meeting may change the directors’ remuneration ceilings, and should .
they choose not to, the limits in force will be automatically updated at the start
of each financial year in accordance with the percentage variation of the
Consumer Price Index (total general domestic index).

It shall rest with the Board, in any case subject to the limits set down by the
General Meeting, to determine the exact amounts of any allowances and the
individual remuneration payable to each director.

Without prejudice to the aforementioned remuneration, the directors’
remuneration may also consist of shares or option rights thereover or in
amounts referenced to the value of the shares. The application of this
remuneration method shall require authorisation from the General Meeting
and, if pertinent, the number of shares to be given, the option exercise price,
the value of the shares taken as a reference and the duration of this kind of
remuneration method shall be stated.

The Company may take out a civil liability insugance policy for its directors.”




Periodical financial information

Issuer: SOGECABLE, S.A.
Semester: 1 Financial Year: 1999

CONTENT OF HALF-YEARLY REPORT

Tax ID No.: A-79114815

Individual | Consolidated

I Issuer Identification Details 0010 X

1L Changes in the copsolidated group 0020 X
11 Presentation basis and valuation rules 0030 X X
1V.  Balance Sheet 0040 X X
V.  Profit & Loss Account 0050 X X
V1. Distribution by zctivity of the net turnover figure 0060 X X
VII. Number of employees 0070 X X
VIII. Development of the business 0080 X X
IX.  Dividends distributed 0090
X. _ Significant facts 0100 X X
X1.  Explanatory annex of significant facts 0110 X X
XII. Special auditors’ report 0120 - -




Periodical financial information
Issuer: SOGECABLE, S.A.
Semester: | Financial Year: 1999 Tax ID No.: A-79114815

1I. CHANGES IN THE COMPANIES THAT FORM PART OF THE
CONSOLIDATED GROUP

- DURING THE FIRST SEMESTER OF 1999:

- COMPANTA INDEPENDIENTE DE TELEVISION, S.L. INCORPORATED THE
COMPANY CANAL ESTILO, S.L. WITH A CAPITAL OF 500,000 PESETAS FULLY
SUBSCRIBED AND PAID UP, WITH A 98% INTEREST. THE REMAINDER OF THE
SHARE CAPITAL WAS RETAINED BY CINEMANIA, S.L.. SOGECABLE HAS
ACQUIRED 100% OF THE SHARE CAPITAL OF SOCIEDAD GENERAL DE
TELEVISION Y CINE, S.L. THE SHARE CAPITAL OF WHICH AMOUNTS TO 2,100
MILLION PESETAS.

- COMPANIA INDEPENDIENTE DE TELEVISION, S.L. HAS INCORPORATED FOX
KIDS ESPANA, S.L. WITH A CAPITAL OF 50 MILLION PESETAS, FULLY
SUBSCRIBED AND PAID UP ON AN EQUAL 50/50 BASIS WITH FOX KIDS EURCPE
LIMITED. .




Periodical financial information

Issuer: SOGECABLE, S.A.

Semester: 1 Financial Year: 1999 Tax ID No.: A-79114815

III. PRESENTATION BASIS AND VALUATION RULES

THE SAME ACCOUNTING PRINCIPLES, CRITERIA AND POLICIES AS APPLIED TO THE LAST
ANNUAL ACCOUNTS HAVE BEEN FOLLOWED, IN ACCORDANCE WITH THE ACCOUNTING
REGULATIONS IN FORCE, S.A.VE THE CHANGE MADE BY CANAL SATELITE DIGITAL AS
FROM 1* JANUARY 1999 RELATING TO INCREASE OF THE WORKING LIFE OF THE DIGITAL
DECODIFIERS (SET TOP BCXES) FROM FIVE TO SEVEN YEARS.

THE EFFECT OF THE SAID CHANGE ON THE DEPRECIATION IN THE FIRST SEMESTER OF
1999 INCREASED TO APPROXIMATELY 458 MILLION PESETAS ONCE THE FISCAL EFFECT
THEREOF HAD BEEN CONSIDERED.




Periodical financial information
Issuer: SOGECABLE, S.A.

Semester: 1 Financial Year: 1999

Iv. BALANCE SHEET OF THE INDIVIDUAL COMPANY

(Units in millions of pesetas)

Tax ID No.: A-79114815

ASSETS Current Fin. | Previous Fin.
Yr. Yr.
J NON-PAID UP SHAREHOLDERS 0200 0 0
Establishment expenses - 0210 2,257 2,136
II. Intangible fixed assets 0220 11,351 5,728
11.1 Rights/property under financial leasing 0221 0 0
11.2 Other intangible assets 0222 11,351 5,728
Il.- Tangible assets 0230 8,294 12,664
Iv.- Investments 0240 43,284 27,489
V.- Long term treasury shares 0230 0 0
VI.- Long term trading debtors 0255 0 0
B) FIXED ASSETS 0260 65,186 48,017
C) EXPENSES DISTRIBUTABLE OVER SEVERAL L
FINANCIAL YEARS 0280 814 193
f- Fully paid up shareholders 0290 g - g
1L.- Stocks 0300 11,065 11,769
II.- Debtors 0310 24,924 31,724 .
IV .- Short term financial investments 0320 337 - 329 -
V.- Short term treasury shares 0330 0 0
VI.- Cash 0340 74 178
VII.-  Periodical adjustments 0350 4,184 + 3,082
D) Working capital 0360 40,584 47,082
TOTAL ASSETS (A+B+C+D) 0370 106,584 95,292
LIABILITIES Current Fin. | Previous Fin.
Yr. Yr.
L- Subscribed capitai 0500 30,049 20,000
I.- Reserves 0510 9,953 10,002
11 - Results previous financial years 0520 -3,840 0
"IV.-  Period results 0530 -250 1,065
V.- Dividends on account paid in the financial year 0550 0 0
A) EQUITY " 0560 35,912 31,067
B) EARNINGS DISTRIBUTABLE IN SEVERAL
FINANCIAL YEARS 0590 0 0
C) PROVISIONS FOR RISKS AND EXPENSES 0600 1,191 141
L- Issue of debentures and other negotiable securities 0610 0 0
I1.- Debts with banks 0615 2,000 0
1r.- Debts with group and associated companies 0620 0 0
V.- Long term trade creditors 0625 0 0
V.- Other long term debtors ? 0630 11,078 12,860
D) LONG TERM CREDITORS 0640 13,078 12,860
I.- Issue of debentures and other negotiable securities 0650 0 0




II.- Debts with banks 0655 21,044 11,210
1l.- Debts with group and associated companies 0660 8,692 9,508
Iv.- Commercial creditors 0665 20,080 20,030
V.- Qther short term debts 0670 6,587 10,311
VI.- Periodical adjustments 0680 0 165
E) SHORT TERM CREDITORS 0690 56,403 51,224
F) PROVISIONS FOR SHORT TERM RISKS AND
EXPENSES 0695 0 0
TOTAL ASSETS (A+B+C+E+F) 0700 106,584 95,292




Periodical financial information
Issuer: SOGECABLE, S.A.

Semester: 1 Financial Year: 1999

Tax ID No.: A-79114815

IV.  BALANCE SHEET OF THE CONSOLIDATED GROUP

{Units in millions of pesetas)

ASSETS Current Fin. | Previous Fin.
Year Year
A) NON-PAID UP SHAREHOLDERS 1200 0 0
I.- Establishment expenses 1210 8,703 9,467
11.- Intangible fixed assets 1220 30,676 28,280
I1.1 Rights/property under financial leasing 1221 0 142
I1.2 Other intangible assets 1222 30,676 28,138
1L.- Tangible fixed assets 1230 45,738 ‘47,689
V.- Investments 1240 34,229 22,879
V.- Long term shares of controlling company 1250 0 0
VI.- Long term trading debtors 1255 0 ; 0
B) FIXED ASSETS 1260 119,346 ‘108,315
C) CONSOLIDATED GOODWILL 1270 1,556 . 710
D) EXPENSES DISTRIBUTABLE OVER SEVERAL AR
FINANCIAL YEARS 1280 1.968 i1 1:390.
IL- Shareholders with cailed up capital 1290 0 - 0 )
I1.- .Stocks 1300 14,415 13,5367 «<--
JTIL- Debtors ) , 1310 27,903 42,8191 -~
JdIV.- Short term financial investments. 1320 2 4,699 oL 596 s
V.- Short term controlling company shares 1330 0 Lo
VI.- Cash 1340 1,139 L 7,402
VIL.-  Periodical adjustments 1350 5,586 -14,306 |
E) WORKING CAPITAL 1360 63,742 - 68,659
TOTAL ASSETS (A+B+C+D+E) 1370 186,622 179,074
Current Fin. | Previous Fin.
LIABILITIES Year Year
1- Subscribed capital 1500 30,049 20,000
II.- Controlling company reserves 1510 6,113 10,002
jpuE Consolidated companies' reserves 1520 153 -33
V.- Conversion differences . 1530 0 0
V.- Results imputable to the controlling company 1540 -1,108 1,077
VI-  Dividends on account paid in the financial year 1550 0 0
A) EQUITY 1560 35,207 31,046
B) EXTERNAL SHAREHOLDERS 1570 1,263 205
C) NEGATIVE CONSOLIDATED DIFFERENCE 1580 0 )
D) EARNINGS DISTRIBUTABLE OVER SEVERAL
FINANCIAL YEARS 1590 47 60
E) PROVISIONS FOR RISKS AND EXPENSES 1600 3,917 220
I.- Issue of debentures and other negotiable
securities 1610 0 0
11.- Debts with banks 1615 64,560 61,386
1I.- Long term trade creditors . 1625 0 0
IV.- QOther long term debts 1630 11,236 12,877




F) LONG TERM CREDITORS 1640 75,796 74,263
L- Issue of debentures and other negotable

securities 1650 0 0
IL.- Debts with banks 16335 25,645 17,263
l.- Commercial creditors 1665 32,870 36,705
V.- Other short term debts 1670 10,513 17,667
V.- Periodical adjustments 1680 1,364 1,645
G) SHORT TERM CREDITORS 1690 70,392 73,280
H) SHORT TERM PROVISIONS FOR RISKS AND
EXPENSES 1695 0 - 0]
TOTAL LIABILITIES (A+B+C+D+E+F+G+H) 1700 186,622 179,074




Periodical financial information
Issuer: SOGECABLE, S.A.
Semester: 1 Financial Year: 1999

V. INDIVIDUAL RESULTS OF THE COMPANY

(Units in millions of pesetas)

Tax ID No.: A-79114815

14587 .-

L2917 v L

S 0f

Current Fin. | Previous Fin.
Year Year
+ Net turnover figure 0800 44,176 39,294
+ Other earings 0810 0 0
+/- Changes in stocks of finished products and in progress 0820 0 - 0
=TOTAL VALUE OF PRODUCTION 0830 44,176 39,294
- Net Purchases 0840 -22,003 -14,957
+/- Changes in stocks of goods, raw materials and other ‘
consumables 0850 0 04
- External and export expenses 0860 -11,873 -9,750
= ADJUSTED ADDED VALUE 0870 10,300
+/- Other expenses and eamings 0880 0 0f _
- Personnel expenses 0890 -2,703 V2,961 ).
= GROSS TRADING RESULTS 0900 7,597 ~ 113626} °
- Charge for depreciation of intangible assets 0910 -3,376
- Charge to reserve fund 0915 0
- Change in working capital provisions 0920 0 Co
= NET TRADING RESULTS 0930 4,221 L= 8,709
+ Financial income ' 0940 1,611 C 475 o
- Financial expenses 0950 -877 T 581
+ Capitalised interest and exchange differences 0960 0 )
- Amortisation and financial provisions charges 0970 0 oo 0
= ORDINARY TRADING RESULTS 1020 4,955 8,603
+/- Results from intangible, tangible and control portfolio 1021 0 0
- Change in provisions for intangible, tangible and control
ortfolio 1023 -7,391 -7,077
+/- Results of transactions involving one’s own shares and :
debentures 1025 0 0
+/- Prior financial year results 1026 0 0
+/- Other extraordinary results 1030 -1,072 112
= RESULTS BEFORE TAX 1040 -1,364 1,638
+/- Corporate and other taxes 1042 1,114 -573
| =FINANCIAL YEAR RESULTS 1044 | -250 1,065




Periodical financial information
Issuer: SOGECABLE, S.A.
Semester: 1 Financial Year: 1999

V. CONSOLIDATED GROUP RESULTS

(Units in millions of pesetas)

Tax ID No.: A-79114815

Current Fin. | Previous Fin.
Year Year
+ Net turnover figure 1800 60,128 47,511
+ Other eamings 1810 1,636 - 13,297
+/- Changes in stocks of finished products and in 1820 0 -0
TOgress .

= TOTAL VALUE OF PRODUCTION 1830 61,764 = 50,808
- Net Purchases 1840 -28,795 - 320,534 1.
+/- Changes in stocks of goods, raw materials and other 1850 0 e O
consumables ‘ ) ‘ ‘
- External and export expenses 1860 -21,307
= ADJUSTED ADDED VALUE 1870 11,662
+/- Other expenses and earnings 1880 0
- Personnel expenses 1890 -5,223
= GROSS TRADING RESULTS: 1900 . 6,439
- Charge for depreciation of intangible assets 1910 -8,657
- Charge to reserve fund ‘ 1915 0
- Change in working capital provisions 1920 0
= NET TRADING RESULTS 1930 -2,218
+ Financial income 1540 1,288
- Financial expenses 1950 -2,709
+ Capitalised interest and exchange differences 1960 0
- Amortisation and financial provisions charges 1970 0
+/- Conversion resuits ' 1980 0
+/- Participation of equity method companies in results 1990 -4,235
- Amortisation of consolidated goodwill 2000 -222
+ Reversion of negative consolidated differences 2010 0
= RESULT ORDINARY OPERATIONS 2020 -8,096
+/- Results from intangible, tangible, material fixed

‘tassets and control portfolio 2021 0 0
- Changes intangible, tangible, material and control -

ortfolio provisions 2023 0 0

+/- Results of transactions with treasury shares and own
debentures 2025 0 0
+/- Prior financial year results 2026 0 0
+/. Other extraordinary results 2030 1,169 5,693
= RESULTS BEFORE TAX 2040 -6,927 -3,699
+/- Tax on profits 2042 5,487 3,743
=CONSOLIDATED RESULT FOR THE FINANCIAL
YEAR 2044 -1,440 44
+/- Results imputed to external sharcholders 2050 332 1,033
= FINANCIAL YEAR RESULTS IMPUTED TO THE
CONTROLLING COMPANY 2060 -1,108 1,077




Periodical financial information

Issuer: SOGECABLE, S.A.

Semester: 1 Financial Year: 1999

Tax ID No.: A-79114815

VI.  DISTRIBUTION BY ACTIVITY OF THE NET TURNOVER FIGURE

(Units in millions of pesetas)

INDIVIDUAL CONSOLIDATED
Current Prior Current Prior
ACTIVITY Fin. Yr. Yr. Fin. Yr. Yr.
SUBSCRIBERS 2100 31,669 30427 51,751 41,150
ADVERTISING 2105 2,447 2,075 2,699 2,152
OTHERS 2110 10,060 7,092 5,678 4,209
2115 0 0 0 0
2120 0 0 0 0
2125 0 0 0 0
2130 0 0 0 0
2135 0 0 0 0
. 2140 0 0 0 0
Executed works pending certification (*) 2145 0 0 0 0
Total LN.C.N, 2150 44,176 32,294 60,128 47,511
Internal market. 12160 44,176 39,294 60,128 47:511
Exports: European Union 2170 0 0 0 )
OECD Countries 2173 0 0 0 0
Other countries 2175 0 0 0 0

(*) Only construction companies




Periodical financial information
Issuer: SOGECABLE, S.A.
Semester: 1 Financial Year: 1999 Tax ID No.: A-79114815

VII. AVERAGE NUMBER OF PERSONS EMPLOYED DURING THE PERIOD

INDIVIDUAL CONSOLIDATED

Current | Previous | Current | Previous
- Fin. year | Fin. year | Fin. year | Fin. year
TOTAL NUMBER OF PERSONS EMPLOYED 3,000 709 779 2,078 2,054




Periodical financial information

Issuer: SOGECABLE, S.A.

Semester: 1 Financial Year: 1999 Tax ID No.: A-79114815

Vil. DEVELOPMENT OF THE BUSINESS

IN THE PERIOD FROM JANUARY-JUNE 1999, THE SOGECABLE GROUP RESULTS SHOWED A
FAVOURABLE DEVELOPMENT OF THE OPERATIVE VARIABLES OF THE MAIN COMPANIES
THAT FORM THE GROUP AND THIS TRANSLATED INTO A PROFIT IN THE CONSOLIDATED
GROSS TRADING RESULTS OF 6,439 MILLION PESETAS COMPARED TO THE 1,585 MILLION
PESETAS RELATING TO THE SAME PERIOD OF LAST YEAR. THIS IS AN IMPROVEMENT OF
306%.

THE MAIN FACTOR THAT MEASURES THIS FAVOURABLE DEVELOPMENT IS THE NUMBER
OF GROUP SUBSCRIBERS, BOTH TO CANAL + , IN ITS TWO VERSIONS, AND CANAL
SATELITE DIGITAL.

THE NUMBER OF SUBSCRIBERS TO CANAL + MAINTAINS AND EVEN IMPROVES THE
GROWTH OVER RECENT YEARS IN THE PERIOD JANUARY-JUNE 1999. AT 30% JUNE 1999,
CANAL + HAD 1,682,761 SUBSCRIBERS, A GROWTH FIGURE OF 9.3% AS COMPARED WITH
JUNE 1998. o : .

30/06/98 31/12/98 31/03/99
SUBSCRIBERS CANAL + ANALOGICO 1,041,513 1,009,601 1,023,635
SUBSCRIBERS CANAL + DIGITAL 498.565 584,013 647,766
TOTAL 1,540,078 1,593,614 . 1:671,401
6/99 ‘ 6/99
30/06/99 -v- ' -y-

C 6/98 12/98
SUBSCRIBERS CANAL + ANALOGICO 1,004,429 -3.6% -0.5%
SUBSCRIBERS CANAL + DIGITAL 678,332 36.1% 16.2%
TOTAL 1,682,761 9.3% 5.6%

REGARDING CANAL SATELITE DIGITAL, THE NUMBER OF SUBSCRIBERS AT 30® JUNE
WAS 713,741 WITH AN INCREASE IN THE LAST TWELVE MONTHS OF 41%.

' 6/99 6/99
30/06/98 31/12/98 31/03/99 30/06/99  -v- -v-
T 6/98 12/98
CSD SUBSCRIBERS 506,047 599,350 670,141 713,741 41.0% 19.1%

TRADING INCOME

DURING THE FIRST SEMESTER OF 1999, THE SOGECABLE GROUP HAD A TRADING
INCOME HIGHER THAN IN THE SAME PERICD OF 1998, WITH GROWTH IN THE NET
TURNOVER FIGURE OF 26.6%.

THIS GROWTH IS BASICALLY A RESULT OF THE INCREASE IN THE AVERAGE EARNINGS
PER SUBSCRIBER OF THE SOGECABLE GROUP DWE TC THE GROWING WEIGHT OF THE
SUBSCRIBER BASE OF CANAL SATELITE DIGITAL WITHIN THE TOTAL NUMBER OF
SUBSCRIBERS OF THE SOGECABLE GROUP. THE FOREGOING IS IN ADDITION TO AN
INCREASE IN THE NUMBER OF SUBSCRIBERS AS SHOWN IN THE PREVIOUS TABLES.




ADVERTISING INCOME HAS INCREASED BY 28.3% IN THE REFERENCE PERIOD.

TRADING EXPENSES

THE GROWTH IN TRADING EXPENSES IS DUE TO AN INCREASE IN CONSUMABLES,
COMPENSATED IN PART BY A REDUCTION IN OTHER TRADING EXPENSES AND
PERSONNEL COSTS. THIS TOTAL GROWTH OF TRADING EXPENSES IS BASICALLY DUE TO
THE EFFORT MADE BY THE SOGECABLE GROUP TO LAUNCH AND SECURE CANAL
SATELITE DIGITAL AND THE LAUNCH OF ITS OWN CHANNELS AS INDEPENDENT

~ COMPANIES.

THE GROWTH IN TRADING EXPENSES BY 12.4% IS DUE TC:
- GROWTH IN CONSUMABLES OF THE SOGECABLE GROUP DUE TO:

AN INCREASE IN THE NUMBER OF SUBSCRIBERS TO CANAL + AND CANAL
SATELITE DIGITAL. )

INCORPORATING NEW PROGRAMME CONTENTS INTO THOSE OFFERED BY
CANAL SATELITE DIGITAL'S.

APPLICATION OF THE NEW FOOTBALL CONTRACT IN CANAL + AND THE
EXPLOITATION OF THE TELE BOX OFFICE IN CANAL SATELITE DIGITAL.

MORE MODERATE INCREASE IN THE OTHER GROUP COMPANIES DUE TO THE
SALE, IN JUNE 1998, OF THE CONTRACT TO EXPLOIT THE REAL MADRID IMAGE
RIGHTS, AND THE DISSAPPEARANCE OF SOGEPAQ DISTRIBUCION. THIS HAS
BEEN COMPENSATED BY THE LAUNCH OF ITS OWN CHANNELS.

IT MUST BE STRESSED THAT SOGECABLE, S.A. CONSUMABLES INCREASED BY
47.1% BECAUSE THE COST OF THE RIGHTS THIS COMPANY SELLS TO ITS
SUBSIDIARIES HAS BEEN INCLUDED IN THIS LINE OF EXPENSES. THE SAID
SALES ARE INCLUDED IN OTHER EARNINGS WHICH INCREASED BY 41.8%.

- PERSONNEL EXPENSES, NOTWITHSTANDING THE INCREASE IN THE AVERAGE
NUMBER OF EMPLOYEES BY 1.2%, HAVE IN ABSOLUTE TERMS FALLEN BY 4.1%
AS A RESULT OF A REDUCTION IN THE AVERAGE COST PER EMPLOYEE IN THE
GROUP, DUE TO THE GROWING WEIGHT OF CATSA PERSONNEL IN THE GROUP
TOTAL.

- OTHER TRADING EXPENSES FELL BY 8.35% MAINLY DUE TO A REDUCTION IN
COMMERCIAL EXPENSES IN CANAL SATELITE DIGITAL BECAUSE QOF THE
CHANGE IN THE POLICY RELATING TC THE INSTALLATION OF SATELITE
DISHES AS FROM JUNE 1998, WHICH HAS BEEN PARTIALLY COMPENSATED BY A
GREATER EXPENSE BY SOGECABLE IN COMMISSIONS (THERE WERE A GREATER
NUMBER-OF SUBSCRIBERS IN 1999 THAN 1998) AND IN MARKETING. THIS FALL
HAS IN PART BEEN REDUCED BY, AMONGST OTHERS, AN INCREASE IN
GENERAL EXPENSES IN SOGECABLE DUE TO THE INCLUSION OF EXPENSES
IMPUTABLE TO WARNER SOGEFILMS, A.LE. (50%), WHICH HAS BEEN OPERATIVE
SINCE JULY 1998.
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Issuer: SOGECABLE, S.A.

Semester: 1 Financial Year: 1999 Tax ID No.: A-79114815

IX. DIVIDENDS DISTRIBUTED DURING THE PERIOD

% over Amount

nominal Pesetas per {Millions

value share pesetas)
1. ORDINARY SHARES 3,100 0.0 0.0 0
2. PREFERENCE SHARES - 3,110 0.0 0.0 0
3. NON-VOTING SHARES 3,120 0.0 0.0 0




Periodical financial information

Issuer: SOGECABLE, S.A.

Semester: 1 Financial Year: 1999 Tax ID No.: A-79114815

X.  SIGNIFICANT FACTS

YES/NO
1.- Acquisition or transfer of interests 3200 N
2..- Purchases of own shares 3210 N
3.- Other significant increases or reductions of assets 3220 N
4 .- Increases and reductions of share capital or of the value of the securities 3230 N
5.- Issues, reimbursements or cancellations of loans 3240 N
6.- Changes on the Board of Directors 3250 N -
7.- Changes 1o the by-laws of the company 3260 N
8.- Corporate conversions, mergers or de-mergers 3270 N7,
9.- Significant changes in institutional regulations 3280 N
10.- Litigation or contentious proceedings 3290 N .
11.- Insolvency situations, suspensions of payment, etc. 3310 N.. i
12.- Special restriction, assignment or waiver agreements 3320 N..
13.- Strategic agreements with domestic or international groups 3330 N
14.- Other significant facts 3340 Y




Periodical financial information

Issuer: SOGECABLE, S.A.

Semester: 1 Financial Year: 1999 Tax ID No.: A-79114815
XI. EXPLANATORY ANNEX OF SIGNIFICANT FACTS

POINT 14.-

ON 21% JULY 1999 GESTION DE DERECHOS AUDIOVISUALES Y DEPORTIVOS, S.A., A
SUBSIDIARY OF SOGECABLE, S.A., ENTERED INTO A CONTRACT WITH REAL MADRID
CLUB DE FUTBOL FOR THE ACQUISITION OF AUDIOVISUAL AND TELEVISION RIGHTS
RELATING TO THE COMPETITIONS OF THE NATIONAL FOOTBALL LEAGUE AND HRH THE
KING'S CUP FOR THE 2003/2004 TO 2007/2008 SEASONS, WITH AN OPTION FOR THE
2008/2009 SEASON. ALSO, ON 26™ AND 27% JULY 1999, SOGECABLE, S.A. ENTERED INTO AN
EXTENSION WITH THE SAID CLUB FOR THE EXPLOITATION OF THE SAID AUDIOVISUAL
AND TELEVISION RIGHTS OF THE "CANAL REAL MADRID", THE "TELEVENTA DEL CLUB",
STATIC ADVERTISING AND A PREFERENTIAL RIGHT TO ACQUIRE AUDIOVISUAL RIGHTS
OF CERTAIN INTERNATIONAL FOOTBALL AND DOMESTIC AND INTERNATIONAL
BASKETBALL COMPETITIONS IN WHICH THE CLUB PARTICIPATES. N

THE GENERAL MEETING OF SHAREHOLDERS OF CANAL SATELITE DIGITAL, S.L.;’AT-A
MEETING HELD ON 22 JULY 1999 RESOLVED TO INCREASE ITS CAPITAL BY 6,105,000,000
PESETAS. THE TIME LIMIT TO EXERCISE THE PRE-EMPTION RIGHT ENDED ON 20th
SEPTEMBER 1999. s

ON 30® JULY 1999, SOGECABLE, S.A. MADE A CAPTIAL CONTRIBUTION OF 2,828 MILLION
PESETAS TO THE COMPANY CANAL + INVESTMENT US INC. IN WHICH IT ACQUIRED A

60% INTEREST. THE REMAINING 40% IS HELD BY LE STUDIO CANAL +, S.A. AND TELEPIU. +~
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Draft: [ ] 7 July 2000

GENERAL
QUARTERLY BALANCE SHEET OF RESULTS FOR:

QUARTER: 30.09 YEAR: 1999

Company Name: SOGECABLE S.A. ‘ R

Registered Address: Gran Via, 32 3" planta 28013 Madrid

Tax Identification N°: A79114815

Persons who assume responsibility for this information, | Signature:
the positions which they hold and identification of the
powers or authorities by virtue of which they represent

No signatures
the company:

appended

MIGUEL SATRUSTEGUI GIL-DELGADO - General
Secretary of the Sogecable Group.

Powers of representation granted by a notarised
document, dated 08.05.98, protocol number 1442, duly
registered in the Mercantile Registry of Madnd.

i MATILDE CASADO MORENO - Finance Director
of the Sogecable Group.

Powers of representation granted by a notarised
document, dated 09.06.93, protocol number 1775.
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A) QUARTERLY BALANCE SHEET OF RESULTS

Units: Millions

of Pesetas

Individual

Current Financial Year | Previous Financial Year

Net Tumover (1)

0800

65.959 57.145

Profit before Tax

1040

-1.605 -931

Profit after Tax

1044

-601 _ ' -605

Result Attributed
to External
Shareholders

2050

Result of the
Financial Year
Attributed to the
Controlling

Company

2060

Subscribed
Capital

32.287 20.000

Average Number

of Employees

3000

721 773
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Units: Millions

of Pesetas

Consolidated

Current Financial Year

Previous Financial Year

Net Turnover (1) | 0800 89.139 69.213
Profit before Tax | 1040 -9.211 -9.718
Profit after Tax 1044 -1.961 -2.008
Result Atcnbuted | 2050 450 1.208
to External

Shareholders

Result of the] 2060 -1.501 -800
Financial Year

Attributed to the

Controlling

Company

Subscribed 0500

Capital

Average Number | 3000 2.233 2.022

| of Employees

B) DEVELOPMENT OF THE BUSINESSES

(Although in summary form due to the condensed nature of this quarterly

report, the comments to be included in this paragraph must allow the investors

to form an adequate opinion regarding the activity performed by the company

MAON367R277.D0OC/ 8
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and the results obtained during the period covered by this quarterly report, as
well as the financial state and the position as regards the assets of the Company
and any other essential information regarding the general state of affairs within

the company).

SEE ANNEX 1
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ANNEX 1
B) DEVELOPMENT OF THE BUSINESSES

The consolidated accounts of the Sogecable Group relating to the first nine
months of 1999 reflect the favourable development of the main operating
variables of the companies which form part of the Group. The Consolidated
Gross Operating Profit for the period rose to Ptas. 9.717 mn, 246% higher than
the Ptas. 2.806 mn reported for the first 9 months of 1998.

The main operating indicator of the development in the consolidated results is
the number of people subscribed to the Group’s different products and services:

the subscribers to the analogue and digital versions of Canal+ and the Canal

Satélite Digital subscribers.

In September 1999, the number of Canal+ subscribers exceeded 1,700,000,

maintaining the growth trend of recent years.

30/09/98  31/12/98  30/09/99 9/99 vs 9/99 vs

9/98 12/98
Canal+ Analogue 1,025,836 1,009,601 997,692 -2.7% -1.2%
Canal+ Digital 538,286 584,013 709,630 31.8% . 21.5%
TOTAL CANAL+ 1,564,122 1,593,614 1,707,322 9.2% 7.1%

In September 1999 CANAL SATELITE DIGITAL exceeded 750,000

subscribers, the number having increased 37% over the last twelve months.
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30/09/98 31/12/98 30/09/99  9/99 vs 9/99 vs
9/98 12/98
CANAL SATELITE 547,557 599,350 751,188 37.2% 25.3%
DIGITAL
Consolidated Group Results to September 1999 and 1998.
3Q1999 3Q1998 3Q1999 3Q1998
Ptas. bn Ptas. bn " Euros mn Euros mn
9 months, January-September (Unaudited) | (Unaudited) | (Unaudited) | (Unaudited)
Net Turnover 89.139 69.213 535.7 416.0
Gross Operating Profit (EBITDA) 9.717 2.806 58.4 16.9
Net Operating Profit -3.516 ~11.240 211 -67.6
Consolidated Pre-Tax Loss -9.211 -9.718 -535.4 -58.4
Consolidated Loss -1.961 -2.006 -11.8 -12.1 )
Reesult Attributeé to Parent Company -1.501 -800 -9.0 -4.8 ;
i J

Net Turnover

The consolidated net sales of the Sogecable Group during the period between
January and September 1999 totalled almost Ptas 90 mn, a 28.8% increase on
the first three quarters of 1998, due to the growth in the number of subscribers

and the increase in the average revenue per subscriber.

Advertising revenue increased by 23.6% during the same period.
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Gross Operating Profit

The Gross Operating Profit has increased by 246% during the first 9 months of
1999 compared to the first 9 months of 1998.

*“The continued growth of revenue, linked to the number of subscribers, causes
the reduction of the relative weight of the fixed costs as part of the total

operating expenses, thus producing a greater gross profit.

The operating expenses increased by 17.4% compared to the previous year: the
main reason for the growth in consumption was the increase in the number of
subscribers, the launch of new channels and programming confenrs in CANAL
SATELITE DIGITAL and the launch of other channels produced by -the
Sogecable Group. Other operating expenses were slightly less than those of the
previous year: due to a reduction in the costs of the Gestsport subsidiary (due to
the sale in June 1998 of the contract to exploit the image rights of Real Madrid
football ¢lub) and a reduction of the commercial expenses of Canal Satélite
Digital. These effects are set off in part by the increased expenses of Sogecable -
Individual, mainly due to the inclusion of the costs attributable to the distributor

~

Warner Sogefilms.

The Net Operating Loss for the period increases to Ptas. 3.516 mn; 68.7% less
than the Ptas. 11.240 mn. of Net Operating Loss recorded during the first nine

months of 1998.

- There were also several factors behind the small drop in depreciation charges:
~ higher depreciation charges in Sogecable due to Formation Expenses and
Intangible Fixed Assets, lower depreciation charges in Gestsport due to the
disappearance of the aforementioned contract with Real Madrid, lower charges
also in the film-related activities and no relevant changes in Canal Satélite
Digital (due to the effect of extending the digital decoder depreciation period

from 5 to 7 years).
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Profit before Tax

The profit before tax in 1999 shows an improvement of 5.2% on that obtained
in the same period in 1998. The improvement is less than that of the Net
Operating Profit for the two réasons explained in the quarterly accounts: greater
losses in the results of the companies in which the sub51d1ary Audiovisual Sport
has minority interests valued using the equity method and less extraordinary
income than last year, when the Group recorded the capital gain made from the

sale of the contract with Real Madrid.
Financial Leverage

Following the Public Offering in July 1999, and taking into account the
cumulative result of the first nine months of the year, Consolidated Equity as at

30" September 1999 totalled Ptas. 61.104 mn, as compared to Ptas. 29.168 mn
in September 1998. ‘

At the same mme as a result of the funds received by Sogecable dunng the

Public Offermg, Bank Loans dropped from Ptas 88.883 mn in September 1998

to Ptas. 62.526 mn in September last year.

The reduction of Sogecable’s debt has occurred in a short period of time. In
September 1999 only 6% of its Bank Loans had a term of less than one year; in

September 1999 such Bank Loans represented 28% of Sogecable’s total bank

loans.
I PRESENTATION RULES AND VALUATION STANDARDS

In preparing the financial/accounting information included in this periodic public report, the
principles, valuation standards and accounting criteria established in the current regulations for
the preparaticn of financial/accounting information to be included in the annual accounts and
intermediate financial statements corresponding to the sector in which the entity operates must
be applied. If, exceptionally, the generally accepted accounting principles and -criteria to be
applied pursuant o the relevant current regu]anons are not applied to the attached

information, the reasons for this must be clearly staced and an acceptable explanation of the
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effect which the non-application of such principles and criteria may have on the assets,

financial state and the results of the company or the consolidated group must be provided.

Further, and with a similar scope to the foregoing, any amendments which, in relation to the
latest audited annual accounts, may have been made to the accounting criteria used in
preparing the attached information must be stated and explained. If the same accounting
principles, criteria and policies as those applied to prepare the previous annual accounts have
been applied to prepare the current accounts and if those are the same as those established in

the current accounting regulations applicable to the entity, this must be expressly stated.

In the preparation of the financial/accounting information included in this
periodic public report, the principles, valuation standards and criteria established
in the current regulations regarding the preparation of financial/accounting
information have been applied to the annual accounts and intermediate financial

statements.
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D) DIVIDENDS DISTRIBUTED DURING THE PERIOD:

(Reference will be made to the dividends distributed from the start of the

financial year).

% over Pesetas Amounts
Nominal | per Share | (millions of
pesetas)
1. Ordinary shares | 3100 0,0 - 0,0 0
2. Preference 3110 0,0 0,0 0
shares
3. Non-voting 3120 0,0 0,0 0
shares

Further information regarding the

complementary, etc.)

distribution of dividends (on account,

E) SIGNIFICANT FACTS (*)

YES

NO

1. Acquisitions or transfers of interests in the
share capital of companies listed on the stock
exchange which give rise to an obligation to
notify the CNMV (article 53 of the Spanish
Stock Exchange Act) (5% of the share capital

and multiples of 3)

3200

MADN36G79277.DOC/ 3
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2. Purchases of one’s own shares which give 3210 X
rse to an obligation to notify the CNMV
according to the first supplementary provision
of the Spanish Companies Act (over 1% of the
share capital)

3. Other significant increases and reductions in . 3220 X
the capital assets (interests of more than 10% in '
unquoted  companies, relevant  material

investments or disinvestments, etc.)

4. Increases or reductions in the share capital 3230 . X

or the value of the shares

5. Issues, reimbursements or cancellatons of 3240 X

loans

6. Changes on the Board of Directors 3250 X

—t—

7. Amendments made to the by-laws of the 3260 X

company

8. Corporate conversions, mergers or 3270 X

demergers

9. Changes in the institutional regulation of 3280 X
the sector with a significant effect on the
economic or financial state of the company or

the Group

10. Claims or actions which may have a 3290 X
significanc effect on the assets of the Company

| or the Group.

11. Insolvency situations, suspension of 3310 X

payments, etc.

12. Special agreements to limic, grant or 3320 X
waive, either wholly or partially, the political
and economic rights attached to the shares of

the Company.

MANN3GTO2TT.DOC 3 Page 11




13. Strategic agreements with national or | 3330 X
international groups (exchanges of

shareholdings, etc.)

14. Other significant facts 3340 X

(*) Mark the appropriate box with an “X" and, where an affirmative answer is provided, attach an
annex setting out the date of notification to the Spanish Stock Exchange Commission and the

Supervisory Body of the Stock Exchange (SRVB).
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F. ANNEX EXPLAINING SIGNIFICANT FACTS

SEE ANNEX II
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ANNEX II
F) ANNEX EXPLAINING THE SIGNIFICANT FACTS

3. On 13 September, SOGECABLE, S.A. sold 221,099 shares of its sbsidiary
CANAL CLUB DE DISTRIBUCION OCIO Y CULTURA, S.A. to the
company EL CORTE INGLES, S.A. The price of the transaction was Ptas.
750,000,000 and as a result of the transaction, EL CORTE INGLES, S.A. fiow
owns 75% of the share capital of the said company, the other 25% being owned
by SOGECABLE, S.A.

On 22 July 1999, the General Meeting of Canal Satelite Digital S.L. resolved to
increase the share capital to Prtas. 6,105,000,000. The capital increase was fully
paid by the shareholders on 20 September 1999. The share capital remains
fixed at Ptas. 32,105,000,000. ’

At a General Meeting held on 28 October 1999, the shareholders: of
Audiovisual Sport, S.L. unanimously agreed to revoke the agreements to reduce
and increase the capital adopted by the General Meeting on 17 June 1999
whose object was the reestablishment of patrimonial balance and whose effect
was subject to a condition precedent. Also on 28 October 1999, following the
preparation of the annual accounts and a management report by the Board-of..
Directors of the Company, the General Meeting of the Company, open to all .
shareholders of the Company, passed the following resolutions: e

to approve the annual accounts and the management report, to reduce the share
capital by Ptas. 13,855,000,000 to re-establish the balance between the share
capital and the corporate assets as a result of losses and to increase the share
capital by compensation of liquid credits which are due in the amount of Prtas.
12,425,000,000. The share capital remained fixed at Ptas. 14,770,000,000.

At a General Meeting held on 4 October 1999, the shareholders of
SOGECABLE FUTBOL, S.L. passed a resolution to reduce the share capital by
Ptas. 231,520,000 in order to re-establish the balance between the share capital
and the corporate assets as a result of losses in the financial year of 1998. The
' share capital remained fixed at Ptas. 518,480,000.

13. On 5 October 1999, SOGEPAQ), S.A. and the French company CANAL +
IMAGE announced their agreement to create a joint venture to purchase
international feature films, using CANAL + IMAGE’s capacity to acquire rights
in several European countries.

14. On 20 September, the companies Canal Satélite Digital, S.L., a subsidiary of
Sogecable, S.A., and Cableuropa, S.A., which operates under the ONO
trademark, signed a contract that grants Cableuropa. S.A. non-exclusive
permission to broadcast National Football League matches under the Pay-TV
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system, through the cable companies that it represents. This permission applies
to the matches broadcast from the next day of this season and until the end of

the 2002/2003 season.

The General Meeting of Shareholders of CENTRO DE ASISTENCIA
. TELEFONICA, S.A., GESTION DE DERECHOS AUDIOVISUALES Y
DEPORTIVOS, S.A. and SOCIEDAD GENERAL DE CINE S.A. agreed to
appoint Mr. Laurent Perpere and Mr. Pierre Lescure as directors of said
companies. On the same date, the respective Boards of Directors agreed to
appoint Mr. Pierre Lescure as Vicepresident of the afore-mentioned bodies.

The General Meeting of Shareholders of COMPANIA INDEPENDIENTE
DE TELEVISION, S.L. and SOCIEDAD GENERAL DE TELEVISION, S.L.
agreed to appoint Mr. Laurent Perpere and Mr. Pierre Lescure as directors of
said companies. On the same date, the respective Boards of Directors agreed to
appoint Mr. Pierre Lescure as Vicepresident of the afore-mentioned bodies.
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‘

CHANGES IN THE COMPANIES THAT FORM THE CONSOLIDATED GROUP (19)

REFER TO ANNEX 1

TIl. PRESENTATION BASIS AND VALUATION RULES

(In regard to the preparation of the data and information of a financial and accounting nature included in this
periodical public information release, the principles, valuation rules and accounting criteria established in the
current legislation for the preparation of information of a financial and accounting nature to be included in the
annual accounts and intermediate financial statements relating to the sector to which the company belongs
must be appiied. If, exceptionally, the generally accepted accounting principles and criteria required under the
current legislation have not been applied to the data and information attached hereto, this fact must be stated
and an acceptable explanation provided therefor. It should be stated what effect any such failure to apply said
rules might have on the assets, financial situation and the profits of the company or its consolidated group
Additionally, and to the same extent as aforementioned, and relating to the last audited annual accounts,’
mention must be made and comments_given relating to any changes, if any, that have arisen regarding the -
accounting practice followed in the preparation of the Information attached hereto. If the same accounting.
principles, practice and policies as for the last audited annual accounts have been applied, and if the same are:

in accordance with the accounting rules; in force that are applicable to the company, this must be expressly

stated).

financial statements have been applied.

1

In the preparation of the data and information of a financial and accounting natiire :':
included in this periodical public information release, the valuation rules and accounting. i
- | practicés established in the current legislation for the preparation of -information.of a.

'| financial and accounting nature to be included in the annual accounts and mtermedlate':

In accordance with the resuits of new technical analyses, CanalSatelite Digital, S.L. has -~

fixed the useful life of its decoders (set top boxes) at seven (7) years instead of five (5)

years as in the 1998 financial year. The effect of extending the useful life, brought into ::

effect as from 1* January 1999, on the depreciation provision in the consolidated profit

and loss account for the financial year, amounts to 2,544 million pesetas, approximately.

NOTE:  if there is insufficient space in the boxes to set out the requirec information, the company may attach as
many additional pages as it deems necessary.




ANNEX1

CHANGES IN THE COMPANIES THAT FORM THE CONSOLIDATED GROUP

In the 1999 financial year, the following companies were included within the consolidated
group:

Sociedad General de Television y Cine, S.L... In the 1999 financial year, Sogecable, S.A.
acquired 99.99% of its capital, therefore, it became part of the consolidated group by means
of the global integration method. Its activities consist of the provision of television services.

Canal Estilo, S.L... A company incorporated by Compafiia Independiente de Television,
S.L. with the group holding 100% of its share capital, therefore, it became included by way
of the global integration method. Its main activity is the operation of a thematic television
channel called, "Estilo", ("Style").

Canal + Investments, Inc.. [n the 1999 financial year Sogecable, S.A. acquired 60% of this
company's capital, Its main activity is the production of films through its subsidiary Bel Air
Entertainment, LLC. Canal + Investments, Inc. and it became part of the consolidated
group by way of the equity method, given that Sogecable, S.A. does not control its
management.

Fox Kids Espafia, S.L.. It was incorporated during the 1999 financial year by Compafifa
Independiente de Television, S.L. (50% of the capital) and Fox Kids Europe Limited (50%
of the capital). It became part of the group by means of the equity method. Its main activity
is the operation of a thematic television channel called, "Fox Kids".

;‘Further Canal Club de Dlsmbucmn de Ocio y Cultura SA., Wh]Ch became part of the group on
31% December 1998 by means of the global integration' method, became part of the group under

" the equity method in the'1999 financial-year because a significant part of Scgecable, S. A s
holding therein was sold.




Units: Millions peseras
ASSETS

SANOR '8 0 0
I Estabhshmem gxpenses 3,688 2,635
11. Intangible fixed assets 13,413 11,873
{I. 1 Rights/ property under leasing 0
11.2 Other intangible fixed assets 13,413 11,8734 - -
[11. Tangible fixed assets 7,310 10,012
IV, [nvestments 56,193 39,548
V. Long Term Treasury Shares 0 0

erm Trade debtors 0 0

80,604 64,068
537 -...170
I, Pmd up shareholders 0 10,000
1. Stocks 15,254 11,9721
{II. Debtors 27,688 ..20,316
IV. Short term financial investments 340 o333
V. Short term treasury shares R &
VL. Cash 228 895
VII. Periodical ad'ustmems 3,232 i 23794
D CAPIT 46,742 71 45,895 |
127,883 | 110.133 |

LIABILITIES
1 Subscribed capital 32,287 ;
1l. Reserves 34,006 10,002
111. Results of prior financial years -3,840 Lo
IV. Period results -1,696 -3,840
| V. Dividends on account paid in the financial year
60,757 | 36,162 ]
{C)BROVISIONS FOR'RISKS-AND-EXPENSES: 1,669 567
1. Tssue of debentures and other negotiable securities
I1. Debts with banks 6,549 2,000
[11. Debts with associated and group companies
IV. Long term trading creditors
V. Other long term debts 11,169 12,079
 D)LONG/IERN. CREDITORS, 17,718 | 14,079
1. Issue of debentures and other negotiable securities
11. Debts with banks 3,907 21,041
III. Debts with associated and group companies 10,911 7,829
IV, Commercial creditors 26,400 23,020
V. Other short term debts 6,491 7,397
V1. Periodical adjustments 0 38
.E)}SHORT.TERMICREDITOR:! 47,709 59,325
1 |
127,883 | 110,133 |
4




1497%) -

.-2345%

Units: millions pesetas % o
+ Net amount of the turnover (5) 91,086 100.00 % 79,597 | 100.00%
+ Other revenue (6) 11 0.01% 4 0.01%
+/- Variation in stocks of finished and
Eroducts in process 3,282 3.60% 1,314 1.65%.].
= TOTA ODUCTIO ALUE. 94,379 103.62% 80,915 | 101.66%
- Net purchases -48,627 -53.39% -35,063 | -44.05%
+/- Variation in stocks of goods, raw
materials, & other consumable ‘
materials - 0.0% 0.0%
- External& 0 eratm expenses -26,142 -28.70% -21,816 ] -27.41%
SADTES 3 L 19,610 21.53% 24,036 30.20%
+/- Other expenses and income 0.00% 0.0%
- Personnel expenses -5,993 -6.58% -6,001 ~7.54%
v A g 13,617 14.95% 18,036 2266%( .-
- Charge for deprec1anon of fixed . R I
assets -6,933 7.61% -6,116| -7.68%
- Reversxon fund 0:0% < ~0.0% |
i 0.0% - 0.0%
EETFRADINGR 6,684 7.34% 11,919
+ Financial income 2,146 2.36% 1,126 "141% |
- Financial expenses -1,841 -2.02% -1,863
+ Interest & Exchange Differences o -
capitalised 0.0% . “10 0% .
- Depréciation chiarges and financial 0.0% =
provisions (10)
6,989 7.67% 11,180 | 14.05% |~
+/- Results from intangible, tangible 737 0.81% -226 -0 28%
assets and control portfolio (11)
- Variation intangible, tangible asset & | -8,884 -9.75% -17,403 1 -21; 86%
control portfolio provisions (12)
+/- Results of ransactions with shares 0.0% 0.0%
and own debt securities i
+/- Results of grior financial years 0.0% 0.0%
/ -1,073 -1.18% 4851 -0.61%
: . CE A -2,231 - 2.45% -5,964 1 -7.49%
- Comp any an d other taxes 535 0.59 2,124, 2.67%
X I YEAR: RESULT: -1,696 -1.86 -3,840¢0 -4.82




IV. BALANCE SHEET OF THE CONSOLIDATED GROUP

Units: Millions pesetas
_ ASSETS

'L, Establishment expenses 11,746 8,308
11, Intangible fixed assets 36,379 32,387
I1, 1 Rights/ property under leasing
11,2 Other intangible fixed assets 36,378 32,245
[1I, Tangible fixed assets 44,641 45,731
1V, Investments 45,849 .. .29,123
V, Long Term Controlling Company Shares
VI, Long Term Trade debiors
By T ANGIBIE ASSEIS (), 138,615 115,639

1,449 ] . 1,788 |

2,277 541,259
1, Paid up shareholders 0 - -10,000 |
11, Stocks 20,802 ;14,189
{11, Debtors 39,331 .40,560
IV, Short term investments 954 < 497 oo
V, Controlling Company short term shares i ) R
VI, Cash 2,177 3 04 L
V1L, Periodical adjustments 4,229 3,857 ¢ ... -
B} WORKING EARIT) 67,493 | TELI0T]

TTOTAL ASSETS.
LIABILIT]ES
I, Subscribed capital -
II, Reserves Controlling Company
III, Consolidated company reserves (16)
1V, Conversion differences (17)
V, Results imputable to controlting company

VI Dmdends on account paid in Fin, Yr
; e 60,284 | 36 315
1,516 605 |
[ ]
6,188 74
-446 286 |
1, Issue of Debentures & other negotiable securities -
11, Debts with banks 57,792 64,856
111, Long term trading creditors
IV, Other long term debts 14,098 12,086
B} JONG FERMF CREDITGRS 71,890 76,942
I, Issue of Debentures & other negotiable securities
[1, Debts with banks 5,178 27,407
111, Commercial creditors 46,975 37,297
1V, Other short term debts 7,787 10,352
V Penochcal ad‘ustments 9,570 1,571
G TEPE RN [ 69,510 76,513

209,834 | 190,973 |




V. RESULTS OF THE CONSOLIDATED

GROUP

C000%] o

Units: millions pesetas %
+ Net amount of the turnover {5) 127,0801 100,00% 98,701 | 100,00%
+ Other revenue (6) 5,206 4,10% 35,155 5,22%
+/- Variation in stocks of finished and
products in process 0,00% 0,00
PRODUCTION. VALL 132,286 104,10% 103,856 | 105,22%
.- Net Purchases -60,178 | -47,35% -42,181] -42,74% ) ... .
+/- Variation in stocks of goods, raw
materials, & other consumable
materials 0,00% 0,00%
- External & Operating expenses (7) -45,5591 -3585% -44,228 | -44,81%
= ADJUSTED ADDED VALUE 26,549  20,89% 17,447 17,68%
+/- Other expenses and income (8) 0,00% 0,00%
el expenses -11,651 -9,17% -11,096 | -11,24%|
= GROSSITRADING RESUL 14,898 11,72% 6,351 - 643%] -
- Charge for depreciation of fixed R
assets -18,666 | -14,69% -20,214 | -2048% |
- Reversion fund I 0,00% 0,00% | - -
- Variation working capital O RTI
provisions (9) ' 0,00%
= NET.TRADING RESULTS: -3,768(  -2,97% -13,863
+ Financial income 2,127 1,67% 2,560 2;59%] o
- Financial expenses 15,297 -4,17% -5,999 | =6,08% |
+ Capitalised interest and exchange o Lur
differences 0,00%
“| - Depreciation charges and financial | ‘ T
“{ provisions (10) ' . 0,00% | i0,00% 1 ¢
*| +/- Conversion results (18) 0,00%
+/- Equity method companies’ - BRSNS E R
participation in results -4,506 -3,55% -3,824| .387%!
- Amortisation consolidated goodwill -443 0.35% -239 | 0,24%
+ Reversion Negative Consolidated 0,00% -0,00%
AL LES -11,887 -9,35% -21,365 0,00%
+/- Results from intangible, tangible 737 0,58% ’
assets and control portfolio (11) 4,346 4,40%
- Variation intangible, tangible asset 0,00% 0,00%
& control portfolio provisions (12)
+/- Resuits of transactions with 0,00% 0,00%
shares and own debt securities (13}
{ +/- Results of prior financial years
1(14) 0,00% 0,00%
+{- Oj:her extraordinary results {15) 2,158 1,70% -779 0,79%
N
JEECIR -8,992 -7,08% -17,798 | . 18,03%
+/- Tax on profits 6,135 4,83% 12,848 | 13,02%
. R 2,857  -2,25% -4,950{ -5,02%
/- Results attributable to External
Shareholders 536 0,42% 1,294 1,31
=FINANCIAL YEAR RESULTS -2321 1,83% -3,656 -3,70%
ATTRIBUTABLE TO THE #
CONTROLLING COMPANY

- 0,00% | :
TH0S%]

R :OI,OC%.A N _‘ o




VI. DISTRIBUTION BY ACTIVITY OF THE NET TURNOVER FIGURE

Subscribers 64,049 60,172 105,262 | 79,352
Advertising 4,765 3,946 5,298 4,075
Other 22,268 15,479 16,520 15,274

Executed works pending certification(*)

al] 91.086 79.597 127.080 | 98.701

Internal Market
Exports: European Union
QECD Countries

Other Countries

s . P -~ . o ~

VI. AVERAGE NUMBER OF PEOPLE EMPLOYED DURING THE PERIOD

ik 56 ear € |
751 763 | 2,156 | 2061 |

: and disinvestment transactions, with an explanation about their effects on the company's working capital, and

VIII. DEVELOPMENT OF THE BUSINESS

(The information to be provided in this section, in addition to following the instructions relating to the
completion of this half-yearly information, must provide an express statement regarding the following matters;
the evolution of the revenue figures and of the costs relating to the same; the composition and analysis of the
main transactions which have given rise to extraordinary revenues; comments on the most relevant investment

especially on its cash situation; a sufficient explanation about the nature and effects of items that have
significantly changed the revenue or turnover of the company in the current half-year as compared with the
previous half-year).

REFER TO ANNEX II




ANNEX II

DEVELOPMENT OF THE BUSINESS

SUBSCRIBERS

The main operative indicator of the evolution of the consclidated earnings is the number of
subscribers to the different offers made available by the Group: the subscribers to both the
analogical and digital versions of Caral + and the Canal Satélite Digital subscribers,

CANAL + reached 1,766,000 subscribers in December 1999, improving the growth trend of
previous years: during 1999 more than 170,000 new net subscribers took up Canal +'s offer,
compared to less than 130,000 new net subscribers in 1998. In 1999, Canal + exceeded all
expectations, and closed the year with more than one million subscribers. 43% of Canal +'s total
number of subscribers also subscribe to Canal Satélite Digital. Also, the number of subscribers
to Canal + Digital has grown by 30,2% as compared with last year.

12/99 versus  12/98 versus

Dec, 99 Dec, 98 Dec, 97 12/98 12/97
Canal + Andlogico 1,005,807 1,009,601 1,208,019 04% -16,4%
Canal + Digital 760,424 584,013 256,875 30,2% 127,4%
TOTAL CANAL + 1,766,231 1,593,614 1,464,894 10,8% 8,8%

CANAL SATELITE DIGITAL closed 1999 with more than 813,000 subscribers to its digital
offer. This means-a growth figure in excess of 35% in the last twelve months,

- o ‘ 12/99 versus  12/98 versus.-
Dec,99° Dec, 98 Dec, 97 ©12/98 12/97

<

CAN AL _SATELITE 813,490 599,350 260,168 35,7% 130,4%
DIGITAL .




RESULTS

The favourable development of the basic operative variables of the Group is shown by the
consolidated Gross Operating Profit: 14,898 million pesetas, 135% higher than the 6,351
million pesetas obtained in last year's financial year.

The consolidated revenues exceeded 132,000 million pesetas, 27,4% greater than the 1998
revenues. As may be seen in the following table, subscriber revenues increased most (almost
33%), not only as a resuit of the growth in subscribers but also because of the higher average
revenue per subscriber, due to the growing importance of the digital subscribers over-the
Group's subscribers as a whole.

Millions Ptas, Millions Ptas, Millions Euros Millions Euros

1999 1998 1999 1998 99/98 variation
Total Revenue 132,286 103,856 795,1 624,2 27,4%. .
Subscribers 105,262 79,352 632,6 476,9 32,7%
Advertising 5,298 4,075 31,8 24,5 30,0%.
Other 21,726 20,429 130,6 122,8 6,3%.:

The improvement in advertising revenue is also significant, The growth compared with the
previous financial year reached 30%. This improvement is not only due to the healthy situation
of the advertising market but also to Canal Satélite Digital’s increase in advemsmg with
advertising sales revenue quadrupling last year's figure. ~ Live

The increase in operating expenses-more than 20% over the 1998 figures-is basically due to.the
growth in consumption with an inter-annual growth greater than 40%, whereas persomnel
expenses and Other Operating Expenses grew more moderately-5% and 3%, respectively.; .

The growth in consumption’is basically due to the g‘rdvvth in subscribers - particularly:ito the-

" growth of CANAL SATELITE DIGITAL - to the incorporation of CANAL SATELITE

DIGITAL's offer of new channels and programme content, to the success of the tele-box office
football broadcasts, the continued improvement of the CANAL + product - keeping its 1%
Division football game exclusive, to incorporating the ABC Basketball League, plus other
sports - and to the development of the remaining thematic channels produced by the Sogeable
Group.

The reduction in depreciations is the result of several factors: smaller charges are made in the
subsidiaries Sogecine, Sogepaq and Gestsport - in the latter this is due to the transfer of the
contract for the exploitation of the Real Madrid image rights. These reductions are partially
compensated by the bigger charges recorded in Sogecable for Establishment Expenses and
Intangible Fixed Assets. The depreciation charges in Canal Satélite Digital were slightly

‘'smaller than what was recorded in the previous year because in 1999 the useful life period of the

digital decodifiers (set top boxes) was changed from 5 to 7 years. If this period had not been
changed, Canal Satélite Digital would have depreciated 2,544 million pesetas more in 1999.

The favourable evolution of operating revenue and expenses during 1999 is reflected in the net
trading loss for 1999 of 3,768 million pesetas which amounts to a reduction of 72,8% as
compared with the 13,868 million net operating losses in the previous year.

As a result of the reduction in indebtedness with financial institutions, the financial results have
improved compared with last year. Expenses have been reduced by 12%. This improvement
would have been bigger had there been no negative effect in exchange rate differences from the
US dollar throughout 1999.
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The contribution of the companies under the equity method towards the profits basically
includes the losses generated by Audiovisual Sport in the amount of 3,400 million pesetas in
1999 as against 3,700 million pesetas in 1998, and losses of 800 million pesetas by Canal +
Investments Inc, deriving out of a provision it made to cover Bel Air Entertainment LLC's
results. This latter company produces films and both Canal + Investments Inc, and Warner Bros,

have a 50% interest therein.

In regard to extraordinary earnings, the 3,567 million pesetas recorded in 1998 basically refer to
the sale of the image rights contract entered into with Real Madrid. In 1999, extraordinary
earnings amounted to 2,895 million pesetas, divided into (a) 3,545 million pesetas of revenue
obtained by Gestsport from a recognition in 1999 of the total eamings said company generated
in 1997 from the sale of tele-box office football rights to Canal Satélite Digital. This item was
recorded because Canal Satélite Digital made some sales of these rights to related third parties
in 1999, (b} 1,750 million pesetas of revenue on a sale of 75% of the company, Canal Club, plus
revenues generated by reimbursements made by the Tax Authority and {c) 2,200 million pesetas
in provisions to advance the future expense of Company Tax.

The Consolidated Earnings Before Tax shows a loss of almost 8,992 million pesetas, practically
half of the 17,798 million pesetas of consolidated losses before tax recorded in 1998.

The Eamings Attributed to the Controlling Company after Company tax and Earnings
Attributed to Minority Partners, amount to 2,321 million pesetas of losses, with the losses
recorded in the previous year of 3,656 million pesetas being reduced by 36,5%.

- DEVELOPMENT OF THE MAIN SUBSIDIARIES

EE

Canal Satehte Digital's very favourable development is the basis for the 1mprovcment ofithe

consolidated accounts. In 1999 Canal Satélite Digital recorded a net loss of 6,872 million
pesetas but reduced-its losses by more than 60% as compared with the prev ious ﬁnancxal year
when net losses amounted t6 17,331 million pesetas. :

During 1999, the Group continued its comrhitment to develop thematic channels: CNN+,
Cinemania, Sportmania, 40TV, Real Madnd TV, ..., 10 thematic channels which provide
content not only to Canal Satélite Digital but also, and more and more importantly, to the main
cable operators. The majority of these channels are still in the launching stage, therefore, their
contribution to the Group's consolidated eamings is still negative.

In 1999, Sogecable and its producer, Sogecine, were once again leaders for the fifth consecutive
year in takings from Spanish cinematographical industry cinema theatres. The Group has also
held and reinforced its presence in the distribution of films through Sogepaq and Warner

‘Sogefilms and in theatre exhibitions through its joint venture with Warner and Lusomundo.

FINANCIAL LEVERAGE

As a result of the Public Subscription Offer of last July and the positive evolution of the
business, the level of financial leverage of the Sogecable Group has been considerably reduced:
the net financial indebtedness of the Consolidated Group in December 1999 amounted to 59,800
million pesetas, against the 88,750 million pesetas in December 1998. Sirmultaneously,
shareholders’ funds at December 1999 amounted to 60,300 miilion pesetas against the 36,300
million pesetas of December in the previous year.
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INVESTMENTS

During 1999, the Sogecable Group has set aside more than 25,000 million pesetas for
investments: 5,750 million pesetas were used for new digital decodifiers (set top boxes) and
more than 6,300 million pesetas were invested in the film industry. Sogecable has also invested
more than 8,000 million pesetas in audio-visual rights, basically sports rights, for the
forthcoming years. In 1999, it began the investment in the Group's new head offices (1,750
million pesetas) and Canal Satélite Digital's broadcasting centre was transferred from
Luxembourg to Madrid. Finally, more than 5,200 million pesetas of amortisable expenses were
recorded, of which 3,500 million pesetas were generated in an effort to capture subscribers for
Canal Satélite Digital, plus 1,750 million pesetas due to Sogecable's flotation on the Stock
Exchange.
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IX. DIVIDENDS DISTRIBUTED DURING THE PERIOD:

(State the amount of dividends distributed since the start of the financial year).

Amount
% over Nominal Pesetas per share | (Millions pesetas)
Rate
[ 1. Ordinary shares 3100
| 2. Preference shares 3110
| 3. Non-voting shares 3120

Additional information relating to the distribution of dividends (on account, complementary, etc.)

In the 1999 financial year, Sogecable did not distribute any dividends.

X. SIGNIFICANT FACTS (*)

Acquisitions or transfers of interests in the capital of
compantes listed on the Stock Exchange that give rise

to an obligation to notify the CNMV under Art. 53 of

the Spanish Stock Exchange Act (5 per cent and
multiples). 3200

Purchases of one’s own shares that give rise to a duty
to notify the CNMYV under supplementary provision .
| of the Companies Act (1 per cent). 3210

Other significant increases and reductions of fixed
assets (holdings over 10% in unlisted companies,
material relevant investments or disinvestments, etc.).3220

{ncreases and reductions in the share capital or of the
value of the shares 3230

Issues, reimbursements or cancellations of debenture

loans 3240
Changes on the Board of Directors 3250
Amendments to the by-laws of the Company 3260
Corporate conversions, mergers or de-mergers 3270

Changes in the institutional regulations of the sector
with a significant effect on the economic or financial
state of the company or the Group 3280

Litigation or contentious proceedings that might
significantly alter the asset situation of the company
or of the Group 3290

. Insolvency situations, suspension of payments, etc. 3310

NO
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12.

Special agreements that restrict, assign or waive
totally or in part voting and economic rights relating
to company shares

Strategic agreements with domestic or international
groups {exchange of share packages, etc.)

Other significant facts

(*) Mark the appropriate box with an "X", and if
relevant, attach an explanatory annex setting out the
date of notification to the Spanish Stock Exchange
Commission and the Supervisory Body of the Stock
Exchange (SRBV).

3320

3330
3340
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XI, EXPLANATORY ANNEX OF SIGNIFICANT FACTS

REFER TO ANNEX IIL

NOTE: ifthere is insufficient space in the boxes to set out the required information, the company may attach as

L

many additional pages as it deems necessary,
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ANNEX 1T

EXPLANATORY ANNEX OF SIGNIFICANT FACTS

Point 3.-

On 21% July 1999, Gestién de Derechos AudioVisuales y Deportivos, S.A., a subsidiary of
Sogecable, S.A., entered into a confract with Real Madrid Club de Fitbol to acquire the
pertinent audio-visual and television rights relating to the competitions of the National Football
League and His Majesty The King's Cup for the 2003/2004 to the 007/2008 seasons with an
option for 2008/2009. Also, on 26% and 27% July 1999, Sogecable, S.A. signed an extension
with the said Club to exploit the "Canal Real Madrid" audio-visnal and television rights, the
Club's "TeleSales" rights, static advertising and a first refusal option to acquire the audio-visual
rights relating to certain international football and international and domestic basketball
competitions in which the Club participates, \

The General Meeting of Shareholders of Canal Satélite Digital, S.L., in a meeting held on 22™
July 1999, resolved to increase the share capital by 6,105,000,000 pesetas, whereby the cap1ta1
would amount to 32,105,000,000 pesetas.

On 30" July 1999, Sogecable, S.A. acquired a 60% interest in CANAL + INVESTMENTS US
INC, with the remaining 40% being held by Le Studio Canal +, S.A. and Telepifi.

On 13" September, SOGECABLE, S.A. sold 75% of the shares in its subsidiary CANAL
CLUB DE DISTRIBUCION OCIO Y CULTURA, S.A. to EL CORTE INGLES, S.A..

The General Meeting of Shareholders of SOGECABLE FUTBOL, S.L., held on 4% October...
1999, resolved to reduce the share capital by 231,520,000 pesetas to re-establish the balance:
between the share capital and the assets due to losses in the 1998 financial year. The:share
capital as a result reduced to 518,490,000 pesetas. BEEN

At a General Meeting of Shareholders held on 28" October 1999, the Shareholders of
Audiovisual Sport, S.L. unanimously resolved to revoke certain resolutions to reduce’ and
increase the capital taken at a Meeting held on 17® June 1999, the purpose of which was to re-
establish the solvency of its corporate value, the effectiveness of which was subject to a
condition precedent. On the same 28" October 1999, following a formulation of the annual
accounts and the management report by the Board of Directors, the General Meeting of
Shareholders of the company, held in plenary session, adopted the following resolutions: to
approve the annual accounts and the management report, to reduce the share capital by
13,855,000,000 pesetas to re-establish the balance between the share capital and the assets due
to losses and to increase the share capital by way of compensation of liquid and due and payable

credits in the amount of 12,425,000,000 pesetas. The share capital as a result increased to

14,770,000,000 pesetas.

On 14" December 1999, the Shareholders in General Meeting of SOGEPAQ, S.A. resolved to
increase the capital by 1,500,000,000 pesetas. Within the time limit of the rights issue, the new
shares were subscribed by SOGECABLE, S.A. and paid up to the extent of 34%.

Further, on 28" December 1999, SOGECABLE, S.A. acquired 99,999 SOGEPAQ, S.A. shares
and became the owner of 99,99% of its share capital.

Point 6.« -
The Shareholders in General Meeting of CENTRO DE ASISTENCIA TELEFONICA, S.A.,
GESTION DE DERECHOS AUDIOVISUALES Y DEPORTIVOS, S.A. and SOCIEDAD
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GENERAL DE CINE, S.A. resolved to appoint Mr, Laurent Perpere and Mr, Pierre Lescure as
directors of the said companies. On the same date, the respective Boards of Directors resolved
to appoint Mr. Pierre Lescure as Vice-Chairman of said bodies.

The Shareholders in General Meeting of COMPANIA INDEPENDIENTE DE TELEVISION,
S.L. and SOCIEDAD GENERAL DE TELEVISION Y CINE, S.L. resolved to appoint Mr,
Laurent Perpere and Mr, Pierre Lescure as directors of said companies. On the same date, the
respective Boards of Directors resolved to appoint Mr. Plerre Lescure as Vice-Chairman of said

bodies.

Point 13,-

On 5® October 1999, SOGEPAQ, S.A. and the French company, CANAL + IMAGE announced
their agreement to create a joint company with an international vocation for the acquisition of_
feature films, with the support of the capability to acquire CANAL + IMAGE's rlghts for
several European territories.

Point 14.-

On 20% September, Canal Satélite Digital, S.L., a subsidiary of Sogecable, S.A;, and
Cableuropa, S.A., which operates under the ONO trade name, entered into a contract according
to which the latter obtained a non-exclusive authorisation to relay National Football League
games under the pay-per-view system through the cable operating companies it represents: == =

On 15 February 2000, WARNER BROS, INTERNATIONAL TELEVISION

DISTRIBUTION, a division of TIME WARNER ENTERTAINMENT COMPANY;!LP.

(WARNER BROS,), communicated its intention to exercise an option that CANAL SATELITE -
DIGITAL, S.L. had grarited it in July 1997 to subscribe 10% of its share capital. SOGECABLE; -
S.A. will hold 83% of the share capital following the relevant increase of share capital. The - :
amount payable by WARNER BROS, is 5,490 million pesetas which is equal to 10%:ofithe. -
value of CANAL SATELITE DIGITAL, S.L. as at 1* July 1997; in accordance with theirange «
of values set out in the prospectus of the Public Sale Offer and Subscription of shares of

SOGECABLE, S.A.. Also, WARNER BROS, communicated its intention to exercise an option

SOGECABLE, S.A. had granted it to acquire 10% of the share capital of CINEMANIA;-SL..

The price of this acquisition was 168 million pesetas, as agreed on 1¥ July 1997. Following.the

completion of the sale, SOGECABLE, S.A.'s holding, through its wholly-owned subsidiary

COMPANIA INDEPENDIENTE DE TELEVISION, S.L., will be 90% of the share capital of

CINEMANIA, S.L..

Information was published in the ABC newspaper on 12* February 2000, and SOGECABLE,
S.A. denied the content thereof in that it was untrue that sale negotiations were underway to sell
“CANAL SATELITE DIGITAL, S.L. to TELEFONICA.
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the accounts, and a reproduction of the information or statements made or provided by the Company's directors

XII SPECIAL AUDITORS’ REPORT

(This section must only be completed with information relating to the 1¥ semester of the financial year following the
last audited financial year, and this will be applicable to those issuer companies which, in accordance with the
provisions of the thirteenth section of the Ministerial Order of 18" January 1991 are bound to file a Special Report
prepared by their accounts auditors when the Audit of the annual accounts relating to the immediately prior financizal
year refused to give an opinion or contains an adverse opinion or contains reservations, The said Report shall state
that it includes an annex with the half-yearly information which contains the said Special Report from the Auditors of

relating to the updated situation regarding the reservations included by the Auditors in their Audit Report of the
annual accounts of the previous financial year and which, in accordance with the applicable Technical Auditing
Rules, amounted to the basis for the preparation of the said Special Report).

b

NOTE: if there is insufficient space i the boxes to set out the required information, the company may attach as many zdditional
pages as it deems necessary,
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Draft: {] 3 July 2000

GENERAL

SECURITY REFERENCE:

QUARTERLY BALANCE SHEET RELATING TO:

QUARTER 31-03 YEAR 2000
Corporate name:
SOGECABLE, S.A.
Corporate address: A . TAX ID.NO.- =
GRAN VIA, 32-3° PLANTA, 28003 MADRID ‘ AT79114815.

State the names of the persons responsible for this information, the office they hold and the
power of authority by which they represent the company:

MIGUEL SATRUSTEGUI GIL-DELGADO - General Secretary | Signature:
of the Sogecable Group. Powers of representation granted by a
public deed dated 8/5/98, with protocol number 1.442 registered
in the Mercantile Registry of Madrid.

MATILDE CASADO MORENO - Finance Director of the |
Sogecable Group. Powers of representation granted by a public
'| deed dated 9/6/93, with protocol number 1.775.
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A) QUARTERLY BALANCE SHEET

Units: Millions pesetas

INDIVIDUAL

CONSOLIDATED

Current  fin. | Previous fin. | Current fin. { Previous fin.

year year year year
NET TURNOVER FIGURE (1) 0800 25,960 21,381 37,695 29,703
RESULTS BEFORE TAX _ 1040 1,079 -1,649 -341 -3,685
RESULTS AFTER TAX 1044 701 -1,007 678 -1,339
Results auributable to external | 2050 149 184
members
FINANCIAL YEAR'S RESULTS 2060 828 -1,154
ATTRIBUTED TO THE
CONTROLLING COMPANY
SUBSCRIBED CAPITAL 0500 32,267 30,000
AVERAGE NUMBER OF
EMPLOYEES -

3000 929 702 2,516 2,1 1941

B) DEVELOPMENT OF THE BUSINESS

(Although in surmmary form, due to the condensed nature of this quarterly report, the information to be included in
this section must allow investors to form an adequate opinion about the activity performed by the company and the
results obtained during the period covered by this quarterly report, as well as the financial state and assets and any

other essential information relating to the general state of affairs within the company).

REFER TO ANNEX I

MAONIOLR0486.DOC/ 7
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B) DEVELOPMENT OF THE BUSINESS (continued)

other essential information relating to the general state of affairs within the company).

REFER TO ANNEX 1

(Although in summary form, due to the condensed nature of this quarterly report, the information to be included in
this section must allow investors to form an adequate opinion about the activity performed by the company and the
results obtained during the period covered by this quarterly report, as well as the financial state and assets and any
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ANNEX 1

DEVELOPMENT OF THE BUSINESS

SUBSCRIBERS

Canal + exceeded 1,800,000 subscribers as of March 2000, concentrating its growth on digitai
subscribers. In fact, Canal Satélite Digital provides it with more than 45% of its subscribers.

3/00 3/00
Subscribers 31/03/00 A 31/12/99 31/03/99 -v- -v-

3/99 - 12/99
Canal+Analogico 991,276  1,006.807 1,023,635 -3.2% -1.4%
Canal+Digital 814,876 766,424 647,766 25.8% 7.2%
TOTAL CANAL+ 1,806,152 1,766,231 1,671,401  8.0% 23%

CANAL SATELITE DIGITAL exceeded 875,000 subscribers at March 2000, with a growth
rate of 8% in the last three months, and greater than 30% in the last twelve months.

3/00 3/00
Subscribers 31/03/00 31/12/99 31/03/99 -v- -y-

3/99 12/99
CANAL SATELITE DIGITAL 878,315 8_}3,490 670,141 31,1% 8.0%

MAUN3680486.DOC/ 7 Page 4




RESULTS

The net turnover figure for the period amounted to 37,898 million pesetas (227.8 million
Euros), 27.6% more than the earnings obtained in the first three months of 1999. To the
growth in earnings from subscribers and advertising it is necessary to add eamings from non-
exclusive tele box office football licences granted as from June 1999.

The consolidated Gross Trading Results (EBITDA) for the first 3 months of the year
amounted to 4,172 million pesetas (25.1 million Euros), 33.3% more than the 3,129 million
pesetas (18.8 million Euros) obtained in the same period last year.

After amortisations, the Net Trading Results amounted to 361 million pesetas of losses (2.2
million Euros), 71.3% less than the 1,258 million pesetas of losses (7.6 million Euros)

recorded during the same period last year.

The companies under the equity method contributed to the first quarter results for 2000 with
losses of 1,874 million pesetas (11.3 million Euros), as against 1,864 million pesetas (11.2
million Euros) in 1999. In both cases, these losses are mainly from Audiovisual Sport, S.L..

During the first quarter of 1999, and as a result of the acquisition of interests in Canal Satélite -
Digital and Cinemanfa by Wamer Bros, an extraordinary positive result of 2,820 million
pesetas (16.9 million Euros) was generated.

The consolidated results before tax reflect losses of 341 million pesetas (2.1 million Euros),
91.2% lower than the 3,885 million pesetas (23.3 million Euros) of the first quarter of 1999.

The Net Consolidated Results attributed to the Controlling Company, after tax and minority
.-interests, reflect a profit of 827 million pesetas (5 million Euros) as compared with the 1,154
million pesetas in 1999 (6.9 million Euros).
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1. PRESENTATION BASIS AND VALUATION RULES

(In regard to the preparation of the data and information of a financial and accounting nature included in this
periodical public information release, the principles, valuation rules and accounting criteria established in the
current legislation in force for the preparation of information of a financial and accounting nature to be
included in the annual accounts and intermediate financial statements relating to the sector to which the
company belongs must be applied. If, exceptionally, the generally accepted accounting principles and criteria -
required under the current legislation in force have not been applied to the data and information attached
hereto, this fact must be stated and an acceptable explanation provided therefor. It should be stated what
effect any such failure to apply said rules might have on the assets, financial situation and the profits of the
company or its consolidated group. Additionally, and to the same extent as aforementioned, and relating to
the last audited annual accounts, mention must be made and comments given relating to any changes, if any,
thar have arisen regarding the accounting practice followed in the preparation of the Information attached
hereto. If the same accounting principles, practice and policies as for the last audited annual accounts have
been applied, and if the same are in accordance with the accounting rules in force that are applicable to the
company, this must be expressly stated).

In the preparation of the data and information of a financial and accounting nature
included in this periodical public information release, the valuation rules and accounting
practices established in the current legisiation for the preparation of information of a
financial and accounting nature to be included in the annual accounts and intermediate
financial statements have been applied.

NOTE: if there is insufficient space in the boxes to set out the required information, the company may attach as many
additional pages as it deems necessary. N
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D). DIVIDENDS DISTRIBUTED DURING THE PERIOD:

(State the amount of dividends distributed since the start of the financial year).

T Amount
% over Nominal | Pesetas per share | (Million pesetas)
Rate
1. (:)rdina.ry sha:'es » ] 3100 !
2. Preference shares 3o
3. Non-voting shares - 3120

Additional information relating to the distribution of dividends (on account, complementary, ete.)

In the 1999 financial year, Sogecable did not distribute any dividends.
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E). SIGNIFICANT FACTS (*)

1. Acquisitions or transfers of interests in the capital of
companies listed on the stock exchange that give rise
to an obligation to notify the CNMV under Art. 53 of
the Spanish Stock Exchange Act (5 per cent and
muitiples).

2. Purchases of one’s own shares that give rise to a duty
to notify the CNMV under supplementary provision
| of the Companies Act (1 per cent).

3. Other significant increases and reductions of fixed
assets (holdings over 10% in unlisted companies,
material relevant investments or disinvestmnents, etc.}.

4. Increases and reductions of the share capital or of the
value of the shares ’

5. Issues, reimbursements or cancellations of debenture
loans

- 6. Changeson thé Board- of Directors

7. Amendments to the by-laws of the Company

8.  Corporate conversions, mergers or de-mergers

9. Changes in the institutional regulations of the sector
with a significant effect on the economic or financial
state of the company ar the Group

10. Litigation or contentious proceedings that might
significantly alter the asset situation of the company

or of the Group 3290

11. Insolvency situations, suspension of payments, etc. 3310

3200

3210

3220

3230

3240

3250

3260

3270

3280
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12. Special agreements that restrict, assign or waive
totally or in part voting and economic rights relating
to company shares

13. Strategic agreements with domestic or international
groups (exchange of share packages, etc.)

14, Gther significant facts

(*) Mark the appropriate box with an "X", and if
relevant, attach an explanatory annex setting out the
date of notification to the Spanish Stock Exchange
Commission and the Supervisory Body of the
Spanish Stock Exchange (SRBV).

3320

3330

3340

MAO3680486.DOC/ 7

Page 9




F). EXPLANATORY ANNEX OF SIGNIFICANT FACTS

REFER TO ANNEX II

NOTE: if there is insufficient space in the boxes to set out the required information, the company may attach as many
additional pages as it deerms necessary. #
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ANNEX II

EXPLANATORY ANNEX OF SIGNIFICANT FACTS

Point 3.- (Fact Notified on 15" February 2000)

In March 2000, TW SPANISH TV INVESTMENTS, LLP, a subsidiary of TIME WARNER
ENTERTAINMENT COMPANY, LP (WARNER BROS.) subscribed for 10% of the share
capital of CANAL SATELITE DIGITAL, S.L. Also, on 22™ February 2000, WARNER
BROS. acquired 10% of the share capital of CINEMANIA, SL..

Point 6.- (Fact Notified on 14" March 2000)

As a result of the resignation filed by the director, EDICIONES MONTEANETO, S.A., the
Board of Directors, using the authority provided in Article 138 of the Limited Compames
Act, appointed Mr. Gregorio Marafion y Bertrén de Lis. S

Point 14.- (Facts Notified on 14" March 2000)

The Spanish Cabinet, at its meeting held on 10® March 2000, adopted a resolution to renew a
concession granted to the three private television companies to provide indirect management
services for the public television service. The renewal of the concession was resolved for a
new term of ten years and on the same terms and conditions as those which applied
previously, plus the conditions set out in the Plan Técnico de Television Digital Terrenal and
in the Reglamento de Prestacion de Servicio of October 1998.

The meeting of the Board of Directors held on 14® March 2000 approved its Internal
regulations in the terms of the wording duly submitted to the Spanish Stock Exchange
Commission on the same date. Further, the Board of Directors resolved to fix the number of
members of the Appointments and Remuneration Committee as three (3), and the directors
appointed Mr. Juan Luis Cebrian Echarri, Mr. Laurent Herpere and Mr. Leopoldo Rodés
Castafié.
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Point 14.- (Fact Notified on 3® May 2000)

On 3™ May 2000, Sogecable, S.A. exercised an option which DTS DISTRIBUDORA DE
TELEVISION DIGITAL, S.A. (VIA DIGITAL) granted to it to acquire a non-exclusive
licence to exploit the rights to the Champions League during the 2000-2001 season.

Sogecable S.A. exercised this option to exploit the rights by means of the pay TV system
using the analogical and digital services of Canal Plus.

-

As mentioned in the prospectus of June 1999 for the Public Offer of Sale and Subscription of
Shares relating to the Company, the cost of these rights amounted to approximately 4,500
million pesetas.
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OFFERING MEMORANDUM STRICTLY CONFIDENTIAL

Sogecable

21,092,120 SHARES

SOGECABLE, S.A.

Sogecable, S.A., a sociedad andnima organized under the laws of the Kingdom of Spain, is offering.
6,723,753 Shares and the Selling Shareholders are offering 14,368,367 Shares. 12,655,272 Shares
are initially being offered by the international managers in the United States to qualified institutional
bayers as defined herein in reliance on Rule 1444 under the U.S. Securities Act of 1933, as amended
(the “Securities Act”) and outside the United States and Spain in offshore transactions in reliance on
Regulation S under the Securities Act, Additionally, 8,436,848 Shares are being offered to retail and
institutional investors in Spain by the Spanish retail managers and the Spanish institutional
managers by way of a public offering pursuant to a separate prospectus in the Spanish language. As
part of the public offering in Spain, 300,000 Shares are being offered by the Company to empioyees of
the Group.

Prior to this offering, there has been no public market for the Shares in the United States, Spain or .

elsewhere. Sogecable, S.A. has applied for Iisting of the Shares on each of the Madrid, Barcelona,
Bilbao and Valencia Stock Exchanges, and application will be made for the Shares to be quoted on the ..
Automated Quotation System of the Spanish Stock Exchanges. o

Investing in the Shares involves risks. See “Risk Factors” beginning on page 11.

PRICE €23.50 (PTAS 3,910.071) A SHARE

The Shares have not been registered under the Securities Act and are being offered only (1) in the '
United States to qualified institutional buyers under Rule 1444 and (2) outside the United States and
Spain in compliance with RegulationS under -the Securities Act. For a description of certain
restrictions on resale or transfer, see “Transfer Restrictions” beginning on page 115.

The Selling Shareholders have granted the Global Coordinator, on behalf of the international
managers and the Spanish institutional managers, the right to purchase up to an additional 3,163,820
Shares to cover over-allotments. The international managers expect to deliver the Shares to
purchasers on or about July 23, 1999.

Global Coordinator and Bookrunner
MORGAN STANLEY DEAN WITTER

GOLDMAN SACHS INTERNATIONAL
MERRILL LYNCH INTERNATIONAL
CREDIT AGRICOLE INDOSUEZ
PARIBAS
SG INVESTMENT BANKING

ABN AMRO ROTHSCHILD
BBV INTERACTIVOS 8.V.B.
DRESDNER KLEINWORT BENSON
SANTANDER INVESTMENT

July 19, 1999
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THIS CONFIDENTIAL OFFERING MEMORANDUM (THE “MEMORANDUM”) DOES:NOT::~ . "

" CONSTITUTE AN OFFER TO SELL, OR A SOLICITATION OF AN OFFER TO BUY, ANY SHARES “ " "~
OFFERED HEREBY BY ANY PERSON IN ANY JURISDICTION IN WHICH IT IS UNLAWFULFOR - <2 " "
SUCH PERSON TO MAKE SUCH AN OFFER OR SOLICITATION. NEITHER THE DELIVERY OF <.~ i
THIS -MEMORANDUM NOR ANY SALE MADE HEREUNDER SHALL UNDER' ANY-*(:.

CIRCUMSTANCES IMPLY THAT THERE HAS BEEN NO CHANGE IN THE AFFAIRS OF THE -

COMPANY OR ITS SUBSIDIARIES OR THAT THE INFORMATION SET FORTH HEREIN IS PR

CORRECT AS OF ANY DATE SUBSEQUENT TO THE DATE BEREOF.

This Memorandum is hlghly conﬁdentlal and has been prepared by Sogecable, S.A. (the *Company™’
“Sogecable™) solely for use in the proposed placemem the Global Offering of its Shares (as defined herein). Thef
Company, the Selling Shareholders and the international managers named herein (the “international managers”)
reserve the right to reject any offer to purchase, in whole or in part, for any reason, or to sell less than al} of the
Shares offered hereby. This Memorandum is personal to the offeree to whom it has been delivered by the
international managers and does not constitute an offer to any other person or to the public in general to subscribe
for or otherwise acquire the Shares. Distribution of this Memorandum to any person other than the offeree and
those persons, if any, retained to advise such offeree with respect thereto is unauthorized, and any disclosure of
any of its contents, without the prior written consent of the Company, is prohibited. Each offeree, by accepting
delivery of this Memorandum, agrees to the foregoing and to make no photocopies of this Memorandum, and, if
the offeree does not purchase the Shares or the placement is terminated for any reason, o return this
Memorandum to: Morgan Stanley & Co. International Limited, 25 Cabot Square, Canary Wharf, London
El4 4QA, England, Attention: Equity Capital Markets.

Each person receiving this Memorandum acknowledges that (i)} such person has been afforded an
opportunity to request from the Company and to review, and has received, all additional information considered
by it to be necessary to verify the accuracy of, or to supplement, the information contained herein, (i1} such
person has not relied on the international managers or any person affiliated with the international managers in
connection with any investigation of the accuracy of such information or its investment decision, and (jii) no
person has been authorized to give any information or to make any representation concerning the Company, the
Shares (other than as contained herein and information given by duly authorized officers and employees of the
Company in connection with investors’ examination of the Company and the terms of the Offering) and, if given
or made, any such other information or representation should not be relied upon as having been authorized by the
Company, the Selling Shareholders or the international managers.




IN MAKING AN INVESTMENT DECISION, INVESTORS MUST RELY ON THEIR OWN
EXAMINATION OF THE COMPANY AND THE TERMS OF THE OFFERING, INCLUDING THE
MERITS AND RISKS INVOLVED. THE SHARES HAVE NOT BEEN RECOMMENDED BY ANY
FEDERAL OR STATE SECURITIES COMMISSION OR REGULATORY AUTHORITY.
FURTHERMORE, THE FOREGOING AUTHORITIES HAVE NOT CONFIRMED THE ACCURACY
OR DETERMINED THE ADEQUACY OF THIS DOCUMENT. ANY REPRESENTATION TO THE
CONTRARY IS A CRIMINAL OFFENSE.

THESE SECURITIES ARE SUBJECT TO RESTRICTIONS ON TRANSFERABILITY AND
RESALE AND MAY NOT BE TRANSFERRED OR RESOLD EXCEPT AS PERMITTED UNDER
THE SECURITIES ACT AND APPLICABLE STATE SECURITIES LAWS, PURSUANT TO

REGISTRATION OR EXEMPTION THEREFROM. INVESTORS SHOULD BE AWARE THAT ..

THEY MAY BE REQUIRED TO BEAR THE FINANCIAL RISKS OF THIS INVESTMENT FOR AN
INDEFINITE PERIOD OF TIME. SEE “TRANSFER RESTRICTIONS”.

NO REPRESENTATION OR WARRANTY, EXPRESS OR IMPLIED, 1S MADE BY THE
INTERNATIONAL MANAGERS AS TO THE ACCURACY OR COMPLETENESS OF THE
INFORMATION SET FORTH HEREIN, AND NOTHING CONTAINED IN THIS MEMORANDUM
1S, OR SHALL BE RELIED UPON AS, A PROMISE OR REPRESENTATION, WHETHER AS TO THE
PAST OR THE FUTURE. THE INTERNATIONAL MANAGERS HAVE NOT INDEPENDENTLY
VERIFIED ANY OF SUCH INFORMATION AND ASSUME NO RESPONSIBILITY FOR ITS
ACCURACY OR COMPLETENESS. '

INVESTORS: SHOULD NOTE THAT CERTAIN SPECIFIC PROVISIONS OF SPANISH LAW
APPLY TO THE ACQUISITION AND DISPOSAL OF SHARES IN COMPANIES IN THE"

" TELEVISION SECTOR. SEE “REQUIREMENTS AND RESTRICTIONS APPLICABLE UNDER
- SPANISH LAW TO OWNERSHIP AI\D TRANSFER OF SHARES” g

. See “Risk Factors" 1mmed|ately following the summary herein for a description of certain factors relating to "~

.an investment. in the Shares offered hereby. , = . Lo L T R

None of the Company, the Selling Shareholders, the international managers or any of their respective .
Tepresentatives is making any representation to any offeree or purchaser of the Shares offered hereby regarding
the fegality of an investment by such offeree or purchaser under appropriate fegal investment or similar laws.
Each investor should consult with his own advisors as to legal, tax, business, and related aspects of a purchase of
the Shares.

NOTICE TO NEW HAMPSHIRE RESIDENTS

NEITHER THE FACT THAT A REGISTRATION STATEMENT OR AN APPLICATION FOR A
LICENSE HAS BEEN FILED UNDER CHAPTER 421-B WITH THE STATE OF NEW HAMPSHIRE
NOR THE FACT THAT A SECURITY IS EFFECTIVELY REGISTERED OR A PERSON IS
LICENSED IN THE STATE OF NEW HAMPSHIRE CONSTITUTES A FINDING BY THE
SECRETARY OF STATE OF NEW HAMPSHIRE THAT ANY DOCUMENT FILED UNDER RSA
421-B 1S TRUE, COMPLETE AND NOT MISLEADING. NEITHER ANY SUCH FACT NOR THE
FACT THAT AN EXEMPTION OR EXCEPTION IS AVAILABLE FOR A SECURITY OR A
TRANSACTION MEANS THAT THE SECRETARY OF STATE HAS PASSED IN ANY WAY UPON
THE MERITS OR QUALIFICATIONS OF, OR RECOMMENDED OR GIVEN APPROVAL TO, ANY
PERSON, SECURITY OR TRANSACTION. IT ISUNLAWFUL TO MAKE OR CAUSE TO BE MADE,
TO ANY PROSPECTIVE PURCHASER, CUSTOMER OR CLIENT ANY REPRESENTATION
INCONSISTENT WITH THE PROVISIONS OF THIS PARAGRAPH.




INFORMATION FOR PROSPECTIVE INVESTORS IN THE NETHERLANDS

In the Netherlands, the Shares may be offered, transferred, delivered or sold to individuals or legal entities
who or which trade or invest in securities in the conduct of their profession or trade, which include banks,
brokers, dealers, insurance companies, pension funds and other institutional investors, and commercial
enterprises which include banks, brokers, dealers, insurance companies, pension funds and other institutional
investors, and commercial enterprises which regularly, as an ancillary activity, invest in securities,

JAPAN

No public offer of Shares has been or will be made in Jépan. Accordingly, no solicitations shall be made to
Japanese investors, except to any or all of up to 49 Japanese investors designated by the Global Coordinater, who
may be offered the Shares.

NOTICE TO PROSPECTIVE INVESTORS IN THE UNITED KINGDOM

Neither this Memorandum nor any document issued in connection with the Global Offering may be issued or
passed on in the United Kingdom except to a person who is of 2 kind described in Article 11(3) of the Financial
Services Act 1986 (Investment Advertisement) (Exemptions) Order 1996 (as amended) or is a person to whom
such document may otherwise lawfully be issued or passed on.

SALES OF SHARES IN.CANADA

A prospectus has not and will not be filed 10 qualify the sale of Shares in Canada or any Province or
Temitory thereof. Shares are not and may not.be offered or sold, directly or indirectly, in any Province or
Territory of Canada or to or for the account of any residentof Canada except pursuant to an exemption from the

applicable registration and prospectus filing requirements, and otherwise in comphance with the applicable . *

securities laws and regu]anons of such Provmce or Territory: : i

7,

This Memorandum has not been registered with the Comisién Nacional del Mercado de Valores (“CNMV™)
and may not be distributed in Spain in connection with the offer and sale of Shares. A Folleto Informarivo
telating to the Spanish offering was registered with the CNMV on June 30, 1999. Copies of the Folleto
Informativo are available for inspection at the offices of the CNMYV, at the offices of the Spanish Stock Exchanges
(as defined herein), at the offices of the persons named as Spanish retail managers and Spanish institutional
managers in the Placement Agreement (as defined herein) section and at the offices of Sogecable as specified
above.

Market data and certain industry forecasts used throughout this Memorandum were obtained from internal
surveys, market research, publicly available information and industry publications. Industry publications
generally state that the information contained therein has been obtained from sources believed to be reliable, but
that the accuracy and completeness of such information is not guaranteed. Similarly, internal surveys and market
research, while believed to be reliable, have not been independently verified, and neither the Company, the
Selling Shareholders nor the international managers make any representation, as to the accuracy of such
information. Information contained in the “Business” section of this Memorandum is derived from the following
sources, among others: Background information relating to the Spanish television industry is derived from Kagan
World Media Lid.: The Future of Media in Spain 1998 and the 1998 European Cable/pay-TV Data Book.
Information relating to audience figures in the Spanish television market is derived from Sofres, Informe Annual
de la Comunicacién. Information on the Spanish film industry is drawn from the Ministry of Culture. In addition,
the Company has relied on its own internal reports, surveys and studies where appropriate.

i




IN ORDER TO FACILITATE THE OFFERING OF THE SHARES, THE INTERNATIONAL
MANAGERS THROUGH MORGAN STANLEY & <CO. INTERNATIONAL LIMITED AS
STABILIZATION MANAGER MAY ENGAGE IN TRANSACTIONS THAT STABILIZE, MAINTAIN
OR OTHERWISE AFFECT THE PRICE OF THE SHARES. SPECIFICALLY, THE INTERNATIONAL
MANAGERS MAY OVER-ALLOT IN CONNECTION WITH THE OFFERING, CREATING A SHORT
POSITION IN THE SHARES FOR THEIR OWN ACCOUNTS. IN ADDITION, TO COVER OVER-
ALLOTMENTS OR STABILIZE THE PRICE OF THE SHARES, THE INTERNATIONAL
MANAGERS MAY BID FOR, AND PURCHASE, THE SHARES IN THE OPEN MARKET.
FINALLY, THE INTERNATIONAL MANAGERS MAY RECLAIM SELLING CONCESSIONS
ALLOWED TO DEALERS FOR DISTRIBUTING THE SHARES IN THE OFFERING, IF THE

~ INTERNATIONAL MANAGERS REPURCHASE PREVIOUSLY DISTRIBUTED SHARES IN

TRANSACTIONS TO COVER SHORT POSITIONS ESTABLISHED BY SAID INTERNATIONAL
MANAGER, IN STABILIZATION TRANSACTIONS OR OTHERWISE. ANY OF THESE ACTIVITIES
MAY STABILIZE OR MAINTAIN THE MARKET PRICE OF THE SHARES ABOVE INDEPENDENT
MARKET LEVELS. THE INTERNATIONAL MANAGERS ARE NOT REQUIRED TO ENGAGE IN
THESE ACTIVITIES, AND MAY END ANY OF THESE ACTIVITIES AT ANY TIME.

AVAILABLE INFORMATION

Sogecable has filed an application, pursuant to Rule 12g3-2(b) under the U.S. Securities Exchange Act of
1934. as amended (the “Exchange Act”), for an exemption from the registration requirements of Section 12(g) of
the Exchange Act. If the application is approved, Sogecable will furnish to the U.S. Securities and Exchange
Commission (the “SEC™) cenain information in accordance with Rule 12g3-2(b) thereunder. If at any time
Seeccable 15 neither subject to Section 13 or 15(d) of the Exchange Act nor exempt from reporting pursuant to
Rule 12¢3-2tb}. Sogecable will furnish, upon written request. to holders of Shares. any owner of any beneficial
interest in any Share or any prospective purchaser designated by such a holder or such an cwner, the information
required 1o be defivered pursuant to Rule 144A(d)(4)under the Securities Act. As long as Sogecable is entitled to
the exemption under Rule 12g3-2(b) undef the Exchange Act it will not be required to delwer mformauon that

" would othenwise be requxred to be dehvered ‘under Rule 144A(d)(4).

ENFORCEMENT OF JUDGMENTS

The Company is a limited liability company (sociedad anonima) duly organized and existing under the laws
RH TS Km' dom of Spain and substantially all of its assets are located in Spain. In addition, the majority of the
Compueny's directors and executive officers and certain other parties named herein reside in Spain and
substantiafly alt of the assets of such persons are located in Spain. As a result, it may not be possible (or may be
ni.caln forinvestors located outside of Spain to effect service of process upon the Company or such persons in
e home country of such investors or to enforce against them judgments obtained in non-Spanish courts,
inoading those predicated upon the civil liability provisions of the federal securities laws of the United States.

froshhiclds, legal advisers 1o Sogecable, have advised that (a) any judgment obrained against Sogecable
cuisode of Spuin would be recagnized and enforced by the counts of Spain in accordance with the law of Civil
Procodure e de Enjuiciamiento Civil) if the substantive provisions are satisfied which provide, inter alia, that
the appropnate order (eveguarur) would be obtainable (i) according to the provisions of any applicable treaty
vinere 1 none currently in existence with the United States), or (ii) in the absence of any such applicable treaty, if
1 couid be proven that the jurisdictions where the foreign judgment was rendered recognize Spanish judgments
on s reciprocal basis. If the case law in such jurisdiction were not to show that reciprocity existed, the requisite
order texeanatur) would not be granted and, accordingly, there is doubt as to the enforceability in Spain, in
enyinal actions or in actions for enforcement of judgments of non-Spanish courts of liabilities predicated solely
upon such laws: (b) service of process will be effective to confirm jurisdiction over Sogecable if it is carried out
in accordance with the law of Civil Procedure or any applicable treaty; and (c) in accordance with Article 118 of
the Spanish Corporations Law (Ley de Sociedades Anénimas), shareholders may bring actions challenging
resolutions adopted by general meetings of shareholders or by the Board of Directors of Sogecable only in
Madrid, Spain. The courts of Madrid have exclusive jurisdiction for challenging corporate resclutions.




.‘laws. The Group has not prepared a reconciliation of its financial statements to ‘U.S. generally: accepted - » .
accounting principles (“U.S. GAAP™) or those of other countries, and any such reconciliation could produce: . i~
material differences. Spanish GAAP differ in centain respects from U.S. GAAP. For a summary. of certain':

CERTAIN TERMS AND CONVENTIONS

As used herein, the terms “Sogecable” and the “Company” mean Sogecable, S.A. only; and the terms
“Group™ and the “Sogecable Group™ refer to Sogecable, S.A. and its subsidiaries as a whole.

The presentation of all Share data included herein assumes no exercise of the Over-Allotment Option (as
defined herein), unless otherwise indicated. See “Plan of Distribution”. All Share information included herein
reflects the issued share capital of the Company as of the date of this Memorandum, unless otherwise indicated.
For a discussion of the recent amendments to Sogecable’s capital stock, see “Capitalization™.

The term “Annual Financial Statements” means the audited consolidated financial statements of the Group
at and for the years ended December 31, 1996, 1997 and 1998, including the notes thereto, all of which have been
audited by Arthur Andersen y Cia., S. Com. (“Arthur Andersen”). The term “Interim Financial Statements™
means (i) the unaudited consolidated interim financial statements of the Group as at and for the three months
ended March 31, 1995 which have been the subject of a limited review by Arthur Andersen and (ii) the unaudited
consolidated interim financial statements of the Group as at and for the three months ended March 31, 1998. The
Annual Financial Statements and the Interim Financial Statements are together referred to as the “Consolidated
Financial Statements™. The Consolidated Financial Statements are included as part of this Memorandum. See
“Index to Consolidated Financial Statements”.

References in this Memorandum to numbers of subscribers as at any given date are to the number of
subscription contracts in force as at that date.

Certain numerical information presented in this Memorandum may not sum due to rounding.

-

PRESENTATION OF FINANCIAL INFORMATION

The Consolidated Financial Statements and certain other financial and statistical information relating to the
Group included herein have been derived from the financial statements and records of the Group maintained in
accordance with Spanish generally accepied accounting principles (“Spanish GAAP™) and applicable Spanish ~

differences between Spanish GAAP and U.S. GAAP, see “Annex A — Summary of Certain Differences between
Spanish GAAP and U.S. GAAP™. ‘

The Consolidated Financial Stazements, and unless otherwise stated, other financial information relating to
the Group are presented in Spanish pesetas (“pesetas™ or “Ptas”). References herein to “€”, “euro” and “euros”
are to the single currency of the participating member states in the Third Stage of the Economic and Monetary
Union (“EMU™). References herein to “U.S. dollars”, “U.S.$”, “doilars” or “$” are to United States dollars. A
“billion” means a thousand miliion (1,000,000,000) and a trillion means a thousand billion (1,000,000,000,000).
Solely for the convenience of the reader, this Memorandum contains translations of certain peseta amounts into
euros at the official irrevocable conversion rate of Ptas 166.386 to €1.00 published in EC Council Regulation No.
2866/98 of December 31, 1998. Solely for the convenience of the reader, this Memorandum contains translations
of certain peseta amounts into dollars. Unless otherwise stated, such translations have been made at Ptas 153.947
to U.S.$ 1.00, based on the Noon Buying Rate for the euro on March 31, 1999 and the irrevocable conversion rate
described above. The “Noon Buying Rate” means the noon buying rate in New York City for cable transfers in
euros as certified for customs purposes by the Federal Reserve Bank of New York. Since January 1, 1999 the
Federal Reserve Bank of New York ceased publishing the Noon Buying Rate for pesetas and other constituent
currencies of the euro. See “Exchange Rates”. No representation is made that pesetas or U.S. dollar amounts
referred to herein have been, could have been or could be converted into U.S. dollars or pesetas, as the case may
be, at this rate, at any particular rate or at all.

The Company has previously maintained its accounts in pesetas. However, for the financial year ended
December 31, 1999 and thereafter, the Company will maintain and publish its accounts both in pesetas and euros
umtil such time as the only Iegal currency of Spain is the euro (currently anticipated tc be no later than June 30,
2002), from which time the Company will maintain its accounts solely in euros.




FORWARD-LOOKING STATEMENTS

Cerain statements in this document may be considered to be forward-looking statéments as that term is
defined in the U.S. Private Securities Litigation Reform Act of 1995, such as statements that include the words
“anticipate”, “believe”, “estimate”, “expect”, “project”. “should”, “intend”, “probability”, “risk”, “target”,
“goal”, “objective” and similar expressions or variations on such expressions. Such statements are subject to
certain risks and uncertainties. By their nature, certain of the disclosures are only estimates and could be
materially different from what actually occurs in the future. As a result, actual future gains and losses could be
matenally different from those that have been estimated. Other factors that could cause actual results to differ
matenially from those estimated by the forward-looking statements contained in this document include, but are
not limited to, general economirc conditions in Spain and the European Union; inflation; deflation; unanticipated
turbulence in interest rates; foreign currency exchange rates; equity prices; changes in Spanish and foreign laws,
regulations and taxes; changes in competition and pricing environments; natural disasters; armed conflict;
politica) or social inswability; the inability to hedge certain risks economically; the adequacy of loss reserves;
acquisitions or restructurings; technological changes; changes in consumer spending and saving habits; the
anticipated costs and effects of Year 2000; the transition to a single European currency; competition for
programming rights; the loss or non-renewal of programming contracts or administrative concessions of
authorizations under which the Group operates; and the success of the Company in managing the risks involved
in the foregoing.

The forward-looking statements contained in this document speak only as of the date of this Memorandum,
and the Company does not undertake to update any forward-looking statement 1o reflect events or circumstances
after the date hereof or 1o reflect the occurrence of unamiicipated events. See “Risk Factors™.

The principal executive offices of Sogecable, and its telephone and facsimile numbers are:

Sogecable, S.A.
Gran Via, 32
o 3% Planta _
’ C L . 28013 Madrid
’ S Spain

Telephone: +34 91 396 5500
Facsimile: +34 91 396 5888
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SUMMARY

The following Summary is qualified in its entirery by the more detailed information regarding the Sogecable
Group and the Shares being sold pursuant to this Memorandum and our financial statements and notes thereto
appearing elsewhere in this Memorandum. See "Risk Facrors” for a discussion of certain factors that should be
considered in connection with an investment in the Shares.

Introduction

The Sogecable Group is the leading provider of pay-TV services in Spain, engaged mainly in broadcasiing
and the supply of programming. At May 31, 1999, the Group had a total of 1,705,733 subscribers. The Group’s

. pay-TV services are broadcast in analogue terrestrial and satellite digital direct to home (“DTH™) format. Canal+

is the Group’s premium, first-window pay-TV channel, broadcasting to 98.4% of the Group’s subscribers as at
May 31, 1999, in analogue and digital format. Through CanalSatélite Digital, S.L. (“CSD™), the Group operates
the leading multi-channel digital DTH platform in Spain, with 697,631 subscribers as at May 31, 1999. In the
year ended December 31, 1998, the Group had total operating revenues of Ptas 103,856 million.

The Group also produces or co-produces ten theme channels (the “Group’s Channels™) which are broadcast
in Spain by CSD together with various externally-produced channels (“Third Party Channels™). In addition, the
Group’s Channels and the majority of the Third Party Channels are distributed, through the Group's arrangements
with numerous cable operators, via cable TV. In consequence, the Sogecable Group has become one of the
leading suppliers of pay-TV programming in Spain. The Group also has a leading position in the production and
distribution of films and the exhibition of films in cinemas in Spain.

An important factor contributing to the Sogecable Group’s leading position in the Spanish pay-TV sector has |
been its acquisition of premium movie and sports rights. The Group has acquired (i) long term programming
rights for pay-TV and pay-per-view {*PPV™) services from the major U.S. film producers including Buena Vista
International, Inc. (“Disney”), Wamer Bros intemational Television Distribution, lnc. (“Time Wamer”),
Universal Studios International, B.V. (*Universal”}, Columbia Trstar Films GbmH (“Columbia”}, Paramount
Pictures Intemnational (“Paramount™) and Twentieth Century Fox, Inc. (“Fox”) (together the “Majors™),
generally on an exclusive basis for pay-TV and (ii) pay-TV and PPV rights to the Spanish football league, on an
exclusive basis for pay-TV, and -exclusive pav-TV rights to other major sporting events. These broadcasting
rights have strengthened the competitive position of the Group and, together with programming acquired from
other suppliers, provide the programming content for Canal+ and the Group’s Channels.’

The Group commenced broadeasting of Canal+ in September 1990 in the analogue terrestrial format
following the grant of a ten-year renewable concession to operate the first pay-TV channel in Spain. In 1993, the
Group started to broadcast a multichannel sateilite analogue service. This service was discontinued in 1997, once
the Group launched CSD, its satellite digital service. CSD was granted two five-year renewable authorizations for
the operation of a satellite television service effective from March 12, 1998 and for the provision of a television
service by means of a conditional access system effective from February 19. 1998.




Group Structure
The following chart shows the current organizational structure of the Group:

Sogecable
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(1} The references to Canal+ and Film Rights above are to activities carriéd on by Sogecable. 5.A. and do not represent separate legal
entities. , - .

(2} Third parties have options to acquire a total of 15% of CSD’s share capital. See “Business ~ CanalSatélite Digitai -~ Options over CSD
shares™.

Principal activities

The Group’s principal business activity is the operation of pay-TV broadcasting services, principally Canal+
and CSD. The Sogecable Group also carries on the production of the Group’s Channels and the distribution of
these channels, together with the Third Party Channels, through CSD and to cable operators. The Group is also
involved in the production, distribution and exhibition of movies. In addition, the Group carries on certain
ancillary operations necessary for the successful development of its pay-TV operations such as the acquisition
and management of film and sports rights and customer management services.

Canal+

Canal+ is the Group's premium, first window pay-TV channel. Broadcast in anajogue terrestrial format since
1990, from 1997 it has also been broadcast in digital format through CSD. Canal+ has achieved significant
growth in subscriber numbers, and as at May 31, 1999 had 1,678,477 subscribers, of which 1,008,102 were
subscribers to its analogue terrestrial service and 670,375 were subscribers to its digital satellite service through
CSD. Canal+’s total subscriber number represents a penetration of approximately 15% of the total number of
Spanish households with television sets. The programming offered by Canal+ consists of first screenings for
television of recently released movies (known as “first window” showings} and exclusive coverage of major
sports events, with particular emphasis on the Spanish football league. The majority of Canal+ programming is
encrypted. Subscribers have a set-top decoder provided by the Company which enables them to receive the
encrypted programming. In addition, the channel broadcasts approximately 42 hours of decoded programming
per week.




csD

The introduction of digital technology has led to the development of multichanne] broadcasting in Spain.
CSD is the leading multichanne} satellite digital DTH platform in Spain. CSD commenced its broadcasting
services in January 1997 and as at May 31, 1999 had a total of 697,631 subscribers. A major element of the
programming offered through CSD is Canal+, which is broadcast in a multiplex version (“Canal+ Digital”) and
complemented by basic and premium programming packages which include the Group’s Channels and Third
Party Channels. Subscribers also have access to those free-to-air-channels which are available through the Astra
satellite system. The Sogecable Group also offers PPV services covering both football and films, and has started
10 provide interactive services 10 its subscribers, such as internet access, which will be complemented, in the next
few months, by catalogue home shopping and home banking. Sogecable owns 92.5% of the share capital of CSD.
Two of the Majors have options to acquire a total of 15% of CSD’s share capital. See “Business — CanalSatélite |
Digital — Options over CSD shares™.

Production and sale of the Group’s Channels

Based on its range of exclusive programming, the Group produces or co-produces ten pay-TV theme
channels (the “Group’s Channels”) which cover key programming areas such as: films (Cinemania), sport
(Sportmania and the Real Madrid TV Channel), news (CNN+), music (40TV), documentaries (Documania),
children’s programs (Fox Kids), leisure (Estilo), travel (Viajar) and cyberspace (C:). The Group’s Channels,
together with the externally produced Third Party Channels, are broadcast by satellite digital DTH service
through CSD and are also distributed by cable as a result of the agreements which the Group has entered into with
the majority of the cable operators in Spain. As a result of the activities described above, the Sogecable Group is a
leading supplier of pay-TV programming in Spain.

Cinema

In addition to its pay-TV activities, the Group has a leading position in the Spanish filmm industry. The
Group’s vertically integrated structure in this sector includes the production, distribution and the exhibition of
films. Through Sociedad General de Cine, S.A. (“Sogecine”) it has established itself as a leading producer of
Spanish cinema. In 1998 six out of ten of the films with the highest box-office retums in Spain were.produced by
Sogecine. Distribution is carried out through Sogepag. S.A. (“Sogepaq”), which manages film rights for all forms
of distribution, and Warner Sogefilms, A.LE. (“Warner Sogefilms™), which distributes to cinemas. Investment in
cinea complexes is carried out through Warner Lusomundo Cines de Espafia, S.A. (“Warner Lusomindo”) in
which the Group has a 33% interest. As at March 31, 1999 Warner Lusomundo owned 3 muhplex cinemas with
42 screens and is currently undertaking a sxcmﬁcant expansion plan.

Acquisition and management of film rights

The Sogecable Group’s access to high-quality film programming is a major factor underpinning its leading
position in the Spanish pay-TV market. The Group acquires film rights from the Majors, from independent U.S.
producers such as Dreamworks LL.C (“Dreamworks”), New Regency Productions, Inc. (“New Regency™) and
New Line [nternational Releasing, Inc. (“New Line”) (the “Mini-Majors™) and from a range of Spanish and
other European producers. The Group’s long term agreements with the Majors grant the Group pay-TV rights to
broadcast the productions of each Major over a specified period of time generally between five and ten years in
Spain and Andorra. These agreements give the Group first and second-window pay-TV broadcasting rights, on an
exclusive basis (except for one second-window contract), as well as PPV rights. The Group’s agreements with the
Mini-Majors and a number of major Spanish and European film producers provide access to further quality film
programming content. In addition, the Group has access to various film catalogues including that of Canal+
Société Anonyme Images, S.A., an affiliate of Canal+ Société Anonvme (“Canal+ Sociéé Anonyme™), which is
the leading holder of European film library rights and of the Polygram lberia, S.A. (“Polygram™) library (part of
the Universal group). Finally, as described above, the Group is also a leading producer of Spanish films in its own
right.

Acquisition and management of rights to sport events

Football continues to be unquestionably the most popular sport in Spain. The Group has the pay-TV rights to
exclusive coverage on Canal+ of one Spanish First Division and one Second Division football match per week
unti] the end of the 2002/2003 season. The Group also holds until the end of the 2002/2003 season non-exclusive
PPV rights tc all other Spanish First and Second Division matches (except those broadcast on regional channels).
In an agreement with Telefonica Media, SA (a member of the Telefénica group) entered into in June 1999, both
parties have confirmed their intention to continue with this contractual framework until the end of the 2008/2009
season. Accordingly management is confident that the Group will be able to extend these arrangements for pay-

(V3]




TV and PPV until the end of the 2008/2009 season. See “Business — Acquisition and management of rights to
sports events”. In addition to football, the Group holds exclusive rights to broadcast in Spain other major sports
such as basketball (where the Group has rights both to the Spanish League and the NBA), American football, and
several world-class sporting events, including Grand Slam golf and tennis tournaments, athletics meetings, and
the Rugby Five Nations.

Competitive Strengths
Management believes that the Group has the following competitive strengths:

o  Canal+ is the leading premium pay-TV channel in Spain. Management believes that the historical success of
Canal+ in developing its subscriber base, both in. analogue and digital format, demonstrates the.
attractiveness of Canal+ as a premium channel with its distinctive programming package based on first
window pay-TV films and exclusive broadcasting of football and other major sporting events..

s The Sogecable Group is Spain’s leading pay-TV broadcaster. Building on the achievements of its Canal+
analogue service, the Group has successfully developed its CSD service to reinforce the Group’s position as
the leading pay-TV broadcaster in Spain, with a total of 1,705.735 subscribers as at May 31, 1999, in both
analogue terrestrial and satellite digital formats.

e  Exclusive access to high-quality premium content. Access to premium films and sports programming rights
is the fundamental element in pay-TV subscriber growth in Spain. The Group has exclusive access to a wide
range of high quality content through its agreements with the Majors and the Mini-Majors, and through its
programming agreements for Spanish footbail and other major sports.

e Lleading supplier of pav-TV programming. The Sogecable Group is a leading supplier of pay-TV
programming in Spain, offering to the majority of Spain’s cable operators (i) the Group’s Channels,
covering films, sport, news, fashion, music, documentaries, children’s enterzainment and travel and (ii) the
majority of the Third Party Channels.

e Experience and know-how in subscriber management. Effective subscriber management systems are an“|
“essential element of a successful pay-TV business. The Group has nearly 10 years of expenence in |V
,developmo such systems, far more tnan its compemors in Spain.

e  Vertically integrated presence in zhe Spanish film industry. The Group is active in the production,
distribution and also in the exhibition of films. Through its leading position in this market the Group also
ensures access 1o 1p quality Spanish films for its pay-TV business.

e Strong sponsorship from its principal shareholders. The Sogecable Group benefits from management and
technological expertise provided by its two key shareholders, Promotora de Informaciones, S.A. (“Prisa™)
and Canal+ Société Anonyme. The Prisa Group (as defined herein) is the leading multimedia group in Spain,
publisher of one of the country’s leading newspapers, El Pais, and the leading radio station Cadena SER.
Canal+ Société Anonyme is Europe’s leading pay-TV group. Both have contributed significantly to the
development of the Group, and both have confirmed their intention to continue as significant shareholders
upon completion of the Global Offering as illusrated in the sharcholders® agreement referred to in
“Principal and Selling Shareholders — Agreement ameng Principal Shareholders™ below.

e Track record of growth. The management team has achieved a track record of successful growth in the
Group’s business and its subscriber base since the launch of operations in 1990. In particular, the Group has
achieved 44% compound annual growth in subscribers and 41% compound annual growth in revenues
during the last 10 years.

Strategy

Building on the competitive strengths described above, the Company’s overall strategy for the future is to
reinforce the Group's current position as Spain’s leading pay-TV broadcaster as a means to ensure long-term
access to exclusive programming content, which in turn will contribute to consolidate the Group’s position as the
leading supplier of pay-TV programming in Spain.

The key elements of the Group’s strategy include the following:

e Reinforce the Group’s position as Spain's leading pay-TV breadcaster by increasing the number of
subscribers to Canal+ and CSD. In relation to Canal+, the Group’s strategy is (i) to strengthen further the




channel’s position as the leading premium pay-TV channel in Spain by reinforcing the quality of its content
in films and sport; for example, Sogecable has recently acquired exclusive rights to broadcast the Spanish
basketball league (ACB) until 2002: and (ii) in the context of the analogue service, Canal+ will be
positioned as a product that is easy to buy and install and therefore able to arttract “impulse” subscribers, and
the Company will also offer specific promotions such as a home delivery service or pre-paid trial periods.

In relation to CSD, the Group will seek to increase subscribership levels by (i) taking full advantage of its
existing portfolio of bigh quality, exclusive programming; (ii) promoting further migration from the Canal+
analogue service to CSD; (iil) using special promotions. having regard to market conditions, to accelerate
growth in subscriber numbers, inciuding promotions carried out in collaboration with programming
suppliers and service providers; (iv) enriching the current programming content, which already includes on-
line interactive services such as intemet access and facilities for downloading software, by adding home-
shopping and home-banking services; and (v) continving to develop innovative strategies for program
packaging to target new segments of the potential subscriber market. .

o Ensure long-term access to exclusive pay-TV conteri. The ability to maintain access to exclusive
programming centent on a {ong-term basis is an essential element in supporting the Group’s leading position
in the Spanish pay-TV market. Management aims to position the Group to maintain this high quality content
(i) by ensuring long-term growth in subscriber numbers, as described 2bove, which will give the Group a
significant competitive advantage in future negotiations for key programming elements; (ii) through
promoting public awareness of its major brands (such as Canal+, CSD and Cinemania) and emphasizing
their association with quality programming, which management believes will be an attraction for both
Spanish and international suppliers of programming; and (ili) by maintaining and strengthening the Group’s
established collaborarive relationships with the Majors.

e Consaitdaie Sogecable’s position as leading supplier of pav-TV programming in Spain. The Group aims to
mainiain its position as a leading supplier of programniing content to cable operators in Spain and to
cxtabhish itself as a leading supplier of programming content for the digital terrestrial television market and
other torms of pay-TV when and if launched. To achieve these objectives, the Group will (i) continue to
dev c'lcp theme channels in key pay-TV programming areas (using strategic alliances or joint ventures to do .

>, where appropriate); (ii) develop new products, such as TV series and documentaries; and (iii) capltahze
ar s jong-term exclusive programming content, as described above! s

o Cuapuuicze on leading position in the Spanish film industry. The Group has established a leading position in

the Npanish film industry in production, distribution and exhibition. The Group's objective is for Sogecine to
produce 6 1o 8 quality Spanish films per year, and for Sogepagq 1o acquire full rights to 5 or 6 Spanish films
and T or X independent films per year. This is expected to maintain Sogecable as Spain’s leading film
producer und o ensure long-term access to high quality Spanish films. In addition Warner Lusomundo
eapedts 1o open 13 new multiplex cinemas with more than 180 screens in the next 4 to 3 years.

Manugeeriens Sehieves that pursuit of the strategy described above will enable the Group to take full advantage of

zh~ siemiticant erowth potential which 1t believes exists within the Spanisi pay-TV market. According to Kagan

Workd Medie. current levels of penetration of pay-TV services, measured as a percentage of total households with

wlevision et~ are low in Spain relative to more developed European markets such as Germany, the UK and
France A~ 2 result, management believes there is potential for the Spanish market to grow at rates in excess of

[ these Buroncan counterpants in the short-to-medium term as the Spanish market moves towards the levels of

penctration schieved in more developed pay-TV markets.
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The Global Offering ........

The International Offering . . .

The Spanish Offering . ... ...

Offering Price . ............

Reallocations and
Over-Allotment Option . . . ...

Use of Proceeds . ...........

Outstanding Capital Stock . ..

THE GLOBAL OFFERING

The Global Offering comprises the International Offering and the Spanish
Offering. The Global Offering comprises 6,723,753 new shares of capital
stock of the Company, nominal value € 2 (Ptas 332.772) (each, a “Share™)
and 14,368,367 existing Shares, before the exercise of the Over-Allotment
Option referred to below. The new Shares are being issued by the Company
and the existing Shares are being sold by the Selling Shareholders.

12,655,272 Shares are being offered by the international managees (the
“International Offering™), (i} only to qualified institutional buyers in the
United States in reliance on Rule 144A under the Securities Act and (ii)
outside the United States and Spain in reliance on Regulation S under the
Securities Act. See “Plan of Distribution™. '

Concurrent with the International Offering, a public offering of 8,436,848
Shares in Spain is being made to institutional investors (the “Spanish
Institutional Offering”™) and to retail investors (the “Spanish Retail Offering”,
and, together with the Spanish Institutional Offering, the “Spanish
Offering”). A portion of the Spanish Retail Offering will be reserved on
special terms and conditions for employees of the Company, its subsidiaries
and affiliates in which it has at least a 50% participation (the “Employee
Offering”). See “Plan of Distribution”.

The offering price per Share is €23.50 (Ptas 3,910.071) (the “Share Offer

Price™).

The number of Shares to be offered in the International Offening and the
Spanish Offering (together, the “Global Offering”) may be reallecatéd

" “between the International Offering and the Spanish Offering. The Selling
- Shareholders have granted an option.(the “Over-Allotment Option”) to the

Global Coordinator, on behaif of the international managers and the Spanish
institutional managers, exercisable within 30 days from the Listing Date (as
defined herein), to purchase in aggregate up to 3,163,820 additional Shares,
solely to cover over-allotments, if any, at the Offer Price less underwriting
discounts and commissions. See “Plan of Distribution™.

The Company intends to apply the net proceeds from the sale of the Shares in
the Global Offering (i) to fund new investments in fixed assets, in particular
new broadcasting and production facilities; (it) to finance additional
programming production; and (iii) for general corporate purposes including
the repayment of indebtedness. See “Use of Proceeds™.

information relating 1o the Shares outstanding immediately before and after
the Global Offering is set forth below (assuming the Over-Allotment Option
is not exercised).

Before Global After Global
Offering %% Oftering Yo
Shares held by
Selling Shareholders . . ......... 83,775,970  94.99 71,407,603 73.60
Shares held by
other shareholder ............. 4,524,030 5.00 4,524,050 4.66
Shares held by
public ......... ... .. — — 21,092,120 2174

Total Shares 90,300,000 100 97,023,753 100

Assuming that the Over-Allotment Option is exercised in full, the number of
Shares held by the public after the Global Offering will be 24,255,940,
representing 25.0% of the Company's total issued share capital. See
“Principal and Selling Shareholders” and “Description of Capital Stock”.




Voting Rights

Lock-up Agreements........

Settiement and Clearance . . ..

Listing and Quotation ... ....

Dividends and Dividend
Policy. .. ...

The Company and all of the Company’s shareholders have agreed that, for a
period of 180 days after the Listing Date, without the prior written consent of
the Global Coordinator, they will not (i) issue, offer, pledge, sell, contract to
sell, sell any option or contract to purchase, purchase any option or contract
to sell, grant any option, right or warrant to purchase, lend or otherwise
transfer or dispose of, directly or indirectly, any Shares or any securities
convertible into or exercisable or exchangeable for Shares, or (ii) enter into
any swap or other arrangement that transfers to another, in whole or in part,
any of the economic consequences of ownership of the Shares, whether any
such transaction described in clause (i) or (ii) above is to be settled by
delivery of Shares or such other securities, in cash or otherwise, provided that
the above restriction will not apply to (x) the sale of Shares to the
international managers and the Spanish managers or (y) the transfer of any
Shares by the Company in relation to the Employee Offering. )

Holders of Shares are entitled to one vote for each Share held. Only registered
holders of 100 or more Shares are entitied to attend General Shareholders
Meetings, and holders may aggregate Shares to meet such requirement.
Shares may be voted by proxy. See “Description of Capital Stock ~
Attendance and Veting at Shareholders’ Meetings”.

in the Intermational Offering payment for the Shares shall be made by
investors in euros in immediately available funds three days following the
date of the registration of the Public Deed in the Mercantile Registry of
Madrid approving the capital increase, against delivery of Shares (the
“Sertlement Date™). The Settlement Date is expected to be on July 23, 1999.

The Shares shall be delivered (i) by book entry transfer (sransferencia
contable de las anotaciones en cuenta) to the account of an accredited
Spanish financial instituticn {entidad adherida) of the Servicio de
Compensacién y Liquidacion de Valores, S.A. (“SCLV™), maintained by
the international managers or each purchaser, as the case may be or (i) by
book entry transfer to the relevant account of the custodian for the Euroclear
System (“Euroclear™), and the custodian for Cedelbank, a société anonyme.
Delivery and payment for any additional Shares sold pursuant to the Over-
Allotment Option shall be made in the same manner as provided for the
delivery and payment for the Shares.

Application has been made for the Shares to be admitted to listing on each of
the Madrid, Barcelona, Bilbao and Valencia Stock Exchanges (the “Spanish
Stock Exchanges”) and to be quoted on the Automated Quotation System of
the Spanish Stock Exchanges. It is expected that the Shares will be listed and
quoted on or about July 22, 1999 (the date on which listing becomes effective
is referred to herein as the “Listing Date™). Such listing and quotation is
expected to be granted and made, respectively, following the issue and
registration of the new Shares to be issued by the Company with the
Mercantile Registry of Madrid and receipt of confirmation of the same by the
SCLV. If the Shares are not listed on the Spanish Stock Exchange prior to
10:00 am (Madrid time) on August 2, 1999, the Global Offering will
terminate and the purchase price will be returned to the international
managers, with any interest accrued thereon. See “Plan of Distribution”.

The Company does not currently pay dividends although it expects to do so in
the future once certain conditions are met. See “Dividends and Dividend
Policy” and “Risk Factors ~ Financial record; ability to pay dividends”. The
declaration, amount and payment of dividends will depend on the Company’s
eamnings, financial condition, capital requirements, compliance with Spanish
corporate law requirements, general business conditions and other factors.
There can be no assurance, however, that any dividends will be declared.




Preemptive Rights. ... ......

Market for Shares. .. ... ....

Requirements and Restrictions
Applicable under Spapish Law
to Ownership and Transfer

of Shares; Other Transfer
Restrictions . . .............

Risk Factors ..............

Dividends are subject to Spanish withholding tax. See “Taxation — Spanish
Taxation Considerations ~ Non Residents Income Tax - Taxation of
Dividends”. ’

Since the Shares being sold by the Selling Shareholders (as defined herein)
hereby are outstanding Shares, such Shares are not subject to the preemptive
rights applicable to the issuance of Shares by the Company. See “Description
of Capital Stock™. In addition, the preemptive rights applicable to the Shares
being issued by the Company have been waived.

Prior to the Global Offering, no market existed for the Company’s Shares.
See “— Listing and Quotation”. The idemification numbers for the Shares are
as follows:

1SIN: ES0178483139

Common Code: 009959068

Certain provisions of Spanish law apply to the acquisition and disposa} of
Shares of companies operating in the television sector. These include specific
provisions relating 1o investment in the Shares by non-Spanish investors and
the requirement to obtain regulatory consent in certain circumstances. See
“Requirements and Restrictions Applicable under Spanish Law to Ownership
and Transfer of Shares”. The transferability of the Shares is further restricted
as set forth under “Transfer Restrictions™.

See “Risk Factors™ and the other information included in this Memorandum
for a discussion of factors that should be considered before investing in the
Shares. .
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Summary Selected Consolidated Financial and Other Data

The following summary selected consolidated financial and other data should be read in conjunction with,
and is qualified in its entirety by reference to, the Consolidated Financial Statements, including the notes thereto,
and other information included elsewhere in this Memorandum. The financial information set out below for the
Group at and for the years ended December 31, 1996, 1997 and 1998 has been derived from the Annual Financial
Statements, which have been audited by Arthur Andersen. The financial information set out below for the Group
at and for the three month periods ended March 31, 1998 and 1999 has been derived from the Interim Financial
Statements, which are unaudited. The Interim Financial Statements for the three months ended March 31, 1999
have been subject to a limited review by Arthur Andersen. The Interim Financial Statements for the period ended
March 31, 1998 have been prepared by Company’s management for comparison purposes. In the opinion of
management, the Interim Financial Statements for the period ended March 31, 1998 present fairly the net worth,
financial position and results of operations of the Company for such peried. Results for the three months ended
March 31, 1999 are not necessarily indicative of the results for the full year. See “Management’s Discussion and
Analysis of Financial Condition and Results of Operations™. See also “Selected Consolidated Financial Data™.

The Consolidated Financial Statements have been prepared in accordance with Spanish GAAP, which differ
in certain significant respects from U.S. GAAP. The material differences between Spanish GAAP and U.S.

GAAP are summarized in Annex A. ' .
At and for the vear ended December 31

1996 1997 1998 1958 1998
Ptas Ptas Ptas U.ss? €
{million) (million) (million) (million) (million)

[ncome Statement Data: .
Total operating revenues ... ............ 74,797 88,272 103,856 674.6 - 624.2
Total operating expenses . . .. ........... 66,170 98,416 117,719 764.7 s 7075
Operating income . . . .. ....coovne.... T 8.627 ¢10.144) (13,863) (90.1) “ o (83.3)
Financial income (expense) —net. . ... .. .. (449) 218 (3,439 (22.3) oo (20.7)
Income from associates (loss) - net .. - (310) (3,824) (24.8) . :
Goodwill amortization. ... ............. 58 186 239 1.6
Income before extraordinary ftems . . . ... ... 8.123 (10,422 {21,365} (138.8)
Exwraordinary income (loss) —net .. ... .... 567 324 3,56 23.2
Net income . , ... e 6.031 296 (3.636) (23.7)
Balance Sheet Data:: W
Accounts regeivable . . ... L L L 28,424 42,406 40,560. 2635 . ¢ 1243.8
Total currentassets. . . ... ... ....... - 49,289 60,518 72,107 4684 T 4334
Total fixed and non-current assets . . .. .. ... . 56412 105,018 117,427 762.8 705.8
Towlassets.............. ... ...... 107,303 166,352 190,793 1.239.3 . = 1,146.7
Total accounts pavable .. ... ... .. .... : 32,464 61.222 44,064 286.2 sin 2648
Short-term pavable to credit entities . . .. . ... 15415 41,288 27,407 178.0 NI 164.7
Total current liabilities. . .. ............ . 56.395 110.657 76,570 497.4 Do 4602
Long-term payable to credit entities. . . . . ... 7,873 8,574 64,856 421.3 e 389.8
Total long-term liabilitles. .. ... ... .. ... 30,823 24,116 76,942 4998 oo 4624
Total shareholders’ equity . ... ... ....... 19,675 28,971 36,315 2339 o 2183
Total shareholders’ equity and liabilities . . . . . 107,303 166352 190.793 1,239.3 1,146.7
Other Data: . L
Average number of emplovees™ . . .. ... ... 737 1,079 1.250 — L —
Working eapitai®™. . . .. ... ... L. (3,420) (12,492) 9.443 61.3 : 56.8
Operating tncome margin'™ .. . . ... . ... 11.5% (11.5%) (13.3%) — —
EBITDA™ . . .. ... .. 16.523 2,673 6.351 413 382
Number of subscribers — period end

Canal+ ........... .. ... .. ... . 1,366.063 1,464,894 1,593,614 — —

Analogue . ... . ... .. ... ... .. ... 1.366.063 1,208.019 1.009.601 - —
Digitel™ . ... - 256.875 $84.013 — —
CSD................. P — 260,168 399,350 —_ -—
Total Group subscribers® . .. ... ... ... 1.366.063 1,468,187 1,608,951 —_ —_

(1) Solely for the convenience of the reader, amounts stated in doflars have been translated from pesetas at the rate of Ptas 153.947 =
U.S.51.00 based on the Noon Buying Rate for the euro on March 31, 1999 and the imevocable conversion rate referred to below.

(2) Solely for the convenience of the reader, zmounts stated in euros have been translated from pesetas at a rate of €1.00 = Ptas 166.386, the
irrevocable conversion rate established January 1. 1999,

(3) Permanent employees calculated on a monthly aggregate basis.

(4) Total current assets (excluding amounts due from shareholders for capital calls, cash and short-term financial investments) minus total
current liabilities (excluding short-term payable 1o credit entities).

(5) Operating income as a percentage of total operating revenues.

(6) Operating income plus depreciation and amortization. EBITDA is presented because it is a widely accepted indicator of funds available to
service debt, although it is not a generally accepted accounting measure of liquidity or performance. The Company believes that
EBITDA, while providing useful information, should not be considered in isolation or as 2 substitute for net income as an indicator of
operating performance, or as an alternative to cash as @ measure of liquidiry.

(7) Number of subscribers who subscribe to Canel+ Digital through CSD at period end. References to subscriber numbers at any date are to
the number of subscription contracts in force at that date.

(8) Number of Canal+ analogue subscribers at period end plus number of CSD subscribers at period end. References to subscriber numbers at
any date are 10 the number of subscription contracts in force at that date.




At and for the three months ended March 31,

1998 1999 1999 1999
Ptas Ptas u.ss® R
{million) {millior) (million) {million)

Income Statement Data:
Total operating revenues . . ... ...t 27,816 30,768 199.9 184.9
Total operating expenses. ...............uavn.. 30,545 32,026 208.0 192.5
Operating income . . ............... ... ........ (2,729) (1,258) (8.2) (7.6)
Financial income (expense) —net . ... ... ........ (559 (733) (4.8) 4.4)
Income from associates (loss) ~net. .. ............. 9) (1.864) (12.1) (11.1)
Goodwill amortization. . ................c....... 53 11t 0.7 0.7
Income before extraordinary ttems . .. ............. (3.351) {3,963) (25.8) (23.8)
Extraordinary income (loss)—net. ................ 277 80 0.5 0.5
NETIICOMIE © vt e e st c e e e et e e e e o2m EOISE- S I (7.5 (6.9)
Balance Sheet Data:
Accountsreceivable . .......... ... ... .. ... ... 44 051 40,762 264.8 245.0
Total currentassets. .. ........... ..t 61,619 61,573 400.0 3701
Total fixed and non-currentassets. . .. ............. 118,982 117,527 762.1 705.1
Totalassels . ... ... . i s 182,120 180,277 1,171.0 1,083.5
Total accoumspayable . ... ... ... ... ... ... 49264 37,187 2416 2235
Short-term payable to creditentities . . ............. 22,606 25,501 163.6 153.3
Total current liabilivies ........................ 77,862 66,686 433.2 4080
Long-term payable to credit entities .. ............. 57,431 64,683 420.2 388.8
Total long-term liabilities. . ... .................. 72,992 75,763 492.1 43533
Total shareholders’ equity .. .................... 30,248 35,161 228.4 211.3
Total shareholders® equity and liabilities .. ... ....... 182,120 180,277 1.171.0 1,083.5
Other Data: .
Average number of emplovees'™ ... ... ... . ... _ — 1,203 — —
Working capitaf®. ... L L 3.259 18,317 119, 110.1
0peratin$ income margin™ .. ... . L. (5.8%) (4.1%) — —
EBITDA™ . . .. . . 1,316 3,129 203 18.8
Number of subscribers —periodend .. ............. — —

Camal+. ... . i e e e 1,527,052 1,671,401

Analogue ... ... ... . .. .. e 1,095,093 1,023,635 —_ —
Digital ™. ... ... . e 431,959 647,766

CSD . e e 436,809 670,141
Total Group subscribers™ ... ... ... ... ... ... 1,531,902 1,693,776
{1} Solely for the convenience of the reader, amounts- stated in dollars have been translaied from pesetas at the rate of Ptas 153547 =

2)

(3}
G

(3)
(6}

7

8

~U.8.51.00 based on'the Noon Buying Rate for the euro on March 31, 1999 and the irrevocable conversion rate referred 1o below.

Solely for the convenience of the reader, amounis stated in eurcs have been translated from pesetas at a rate of €1.00 = Pas 166.385. the
wrevocable conversion rate established January 1, 1999.

Permanent employees calculated on a monthly - aggregate basis.

Total current assets (excluding amounts due from shareholders for capial calls. cash and short-term financial investnents), minus total
current liabilities (excluding short-term payable to credit entities).

Operating income as a percentage of total operating revenues.

Operating income plus depreciation and amortization. EBITDA is presented because it is 2 widely accepted indicator of funds available to
service debt. although it is not a generally accepted accounting measure of liquidity or performance. The Company believes that
EBITDA. while providing useful information. should not be considered in isolation or as a substitute for net income as an indicazor of
operating performance, or as an alternative 1o cash as a measure of liquidity.

Number of subscribers who subscribe to Canat+Digital through CSD at period end. References to subscriber numbers at any date are to
the number of subscription contracts in force as at that date.

Number of Canal+ analogue subscribers at period end plus number of CSD subscribers at period end. References to subscriber numbers at
any date are to the number of subscription contracts in force as at that date.
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RISK FACTORS

You should carefully consider the risks described below before making an investment decision. The risks
described below are not the only ones facing the Company. Additional risks not presently known or that are
currently deemed immaterial may also impair our business operations.

The business, financial condition or results of operations could be materially adversely affected by any of
these risks. The trading price of the Shares could decline due to any of these risks, and you may lose all or part of
your investment.

This Memorandum also contains forward-looking statements that involve risk and uncertainties. The actual
results-could differ materially from those anticipated in these forward-looking siatements as a resuit-of certain =~ = -
Sactors, including the risks faced, described below, and elsewhere in this Memorandum.

Regulatory matters

The television sector in Spain (as in other EU Member States) is subject to detailed and extensive regulation,
both at the nationzl level and as a result of European Union directives, principally relating to broadcasting and
competition (antitrust). Broadcasting regulation includes rules as to licensing, programming content, ownership
and transfer of equity interests in television companies, which are described more fully under “Legal and
Regulatory Environment” and “Requirements and Restrictions Applicable Under Spanish Law to Ovnership and
Transfer of Shares” below. We canrot predict the extent to which any change in the regulatory regime or in -
interpretation of the relevant provisions would have a material effect upon the Group’s financial condition and -
results of operation. BN -

Renewal of Sogecable’s concession

A substantial portion of the Group’s revenues is derived from broadcasting Canal + in analogue terrestrial:
format. This activity is carried out pursuant to a concession (the “Concession”) granted to the Companyby-a::
resolution of the Council of Ministers passed on August 25, 1989 under the Ley de Television Privada; 1988 (the
“Private Television Law™ (as amended)). The Concession, which came into force on Aprl 3, 1990, and the initial: :. ¢

. term of which expires on April 3, 2000, is renewable for successive periods of ten years by a resolutionofithe” .« -
- Council of Ministers upon.request of the Company. The Company will request renewal of the Concession: Nohs:»-o-s o
' " “compliance with certain obligations imposed on the Company by the Concession and the Private Television Law. . .=

could lead 10 a refusal of the Company’s request for renewal of the Concession. The Company has complied with
" the terms of the Concession and with the applicable provisions of the Private Television Law and ' management.is
not aware of any circumstances that would justify non-renewal of the Concession. Nevertheless, no assurance can
be given that the Council of Ministers will renew the Concession. The non-renewal of the Concession would have
a material adverse effect upon the Group’s financial condition and results of operation. See “Legal and
Regulatory Environment”. I

Termination of the Concession; Principle of Reciprocity

The Private Television Law restricts the ownership of equity interests in television companies licensed thereunder
including the Company {each a “Concession Holder”). These restrictions include:

(1) a prohibition on the direct or indirect ownership of equity interests in more than one Concession Holder (this
restriction glso applies to the holder of the digital terrestrial television concession);

(2) a prohibition on the ownership of more than 49% of the capital of a Concession Holder; and

(3) restrictions on ownership by residents or nationals of countries which are not members of the European
Union or signatories to the Agreement and Protocol relating to the European Economic Area of equity
interests in a Concession Holder if such ownership does not comply with the principle of reciprocity (t.e., if
under the Jaws of the country in question or any applicable intemational agreement a Spanish investor could
not make a comparable investment in a television company).

The violation of any of these restrictions may result in the termination of the Concession. Although this is not free
from doubt, the Company considers that its inability to control the identity of the persons investing in its Shares
after the Global Offering makes it unlikely that the Concession would be terminated on these grounds. Moreover,
a reasonable interpretation of the Private Television Law would not penalize indirect ownership of an equity
interest in more than one Concession Holder unless the ultimate beneficiary controls the person that holds the
direct ownership stake. However, no assurance can be given that these penalties will not be enforced or that non-
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controlling indirect ownership stakes (as described above) will be permitted. The termination of the Concession
would have a material adverse effect upon the Group’s financial conditions and results of operations.

The principle of reciprocity is set forth in Anicle 19.2 of the Private Television Law. Pursuant to Article
19.2, individuals or legal persons who are nationals or residents of a country that is not 2 member of the European
Union may only hold an interest in a Concession Holder in compliance with the principle of reciprocity. There
are no regulations or junisprudence developing the interpretation of the principle of reciprocity to investments by
persons from other countries in Spanish television companies. As a result, it is not clear how Spanish authorities
might apply, or how any regulation enacted in the future may interpret, the principle of reciprocity and how that
may affect investments. There can be no assurance that any such application or interpretation would coincide
with the interpretation set forth in “Requirements and Restrictions Applicable under Spanish Law to Ownership
and Transfer of Shares — Non-EU Persons Ownership Restriction™, or that it would not have 2 material adverse
effect upon the Group’s financial condition and results of operations or on investments by any investor.

The Company’s shareholding in CanalSatélite Digital

The Private Television Law limits the shareholding of any person in a Concession Holder to 2 maximum of
49% of its share capital. Under transitional articles included in legislation applicable to satellite digital service
providers, the 49% limitation referred to above was extended to apply to such providers for so long as certain
conditions linked to the development of effective competition in the sector prevail. Although the Spanish
authorities have not enforced the 49% ownership requirement to date and it is not clear whether the transitional
articles referred to above continue 1o apply, the relevant authorities are fully aware that the Company owns, and
always has owned, more than 49% of CSD. The Company itself is subject to, and is in compliance with, the 45%
requirement, and as a result no entity other than the Company itself ultimately controfs more than 49% of CSD.
Although the Group does not believe that the Spanish authorities would seek to enforce this ownership
requirement in the future, no assurance can be given that these authorities will not seek measures that would
materially change the current ownership structure of CSD. The divestiture of a portion of CSD could have a
matenial adverse effect upon the Group’s financial condition and results of operations.

kD

Solvency requirement ‘- - : ' ’

A resolution of the Secretaria General de Comumcac'ones passed n Auvust 1989 estabhshed 2 requlrement
for Companies carmying on teleVi Si
liabilities. At the time this resoiunon was passed, a companv carrying on ‘television broadcasuno activities was
not permitted to carry on other activities. This restriction no lenger applies as a result of a chiange in regulation,
and Sogecable carries on a number of activities in addition to the provision of television services. No guidance
has been given as to how this requirement should be applied to companies which carry on distinct activities, and
accordingly the Company is unable to determine whether or not 1t complies with this requirement.

Availability of programming; dependence on contractual arrangements

The success of the pay-TV services cffered by the Group is dependent upon its ability to acquire sufficient
exclusive programming of high quality content. Most of the programming used by the Group originates from
external sources, and therefore the Group’s access to this programming is dependent upon contractual
arrangements with important suppliers of programming including film studios and sperts clubs and organizations.
No assurance can be given that the contractual arrangements for the acquisition of programming which the Group
currently has in place will be renewed upon their expiration, or will be renewed on terms comparable to those
currently applicable, or that the Group will continue to achieve the same success in negotiating new agreements
for the supply of suitable programming on terms acceptable to the Company. Any inability of the Group to renew
CurTent agreements or negotiate new ones on advantageous terms could have a material adverse effect upon the
Company’s financial condition and results of operations.

[avestment in movies

The Group invests, both on its own and in collaboration with third parties, in the production of movies and
the acquisition of rights 1o movies for distribution. The commercial success of the nature of movies cannot be
predicted with certainty and the result of such investment is therefore uncertain. There can be no assurance as to
the effect such investment may have on the Group’s financial condition or results of operation.

Competition

The Group faces significant competition both in relation to the attraction and retention of subscribers and in
relation to the acquisition of programming material. In relation to subscribers, the Group faces competition from
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free to air television operators and other pay-TV operators, including cable TV operators and other digital
satellite television providers, and management believes that competition will increase from participants in the
digital terrestrial television market and from television service providers under other methods of delivering
television signals. The Group also competes to varying degrees with other communications and entertainment
medie, including home video, cinema exhibition of feature films and live theater. The extent of such competition
depends upon, among other things, the price, vanety, availability and quality cf the programming offered.
Competition in this area may affect the rate at which the Group is able to increase its subscriber base, the level of
marketing and commercial expenses which it has to incur, and the prices it is able to charge for its services. In
relation to the acquisition of programming rights, competition in Spain comes from Via Digital and the cable
operators, and also from the free to air channels (principally the two State-controlled channels TVE-1 and TVE-2,
the regional channels and the other private channels Antena 3 and Telecinco). Competition in this regard may
affect the prices which suppliers of programming are able to achieve. See also “~ Availability of programming;
dependence on contractual arrangements” above.

No assurance can be given as to the effect that competition from current and potential participants in the
Spanish televisicn market may have on the Group’s financial condition and results of operation.

New and changing technologies

The pay TV industry and the delivery of interactive services offered or proposed to be offered by the Group
is subject to rapid and significant changes in technology and the related introduction of new products and
services. The Group has licenses from third parties of intellectual property rights with respect to the technologies
it uses and for the development of and access to new technology. The principal intellectual property rights which
the Group uses are licensed from Canal+ Société Anonyme and certain of its associated companies. While
management believes that in the foreseeable future these changes will not materially affect the continued use of
currently available technologies and that the Group will be able 10 obtain access to appropriate technologies ona
iimelv basis, the effect of technological changes on the Group’s business cannot be predicted. The cost of -
implementing emerging technologies or expanding capacity could be significant and the Group’s ability to fund -
such implementation may be dependent upon its ability to obtain additional financing. No assurance.can be given .-

.as 10 the effect these factors may have on the Group’s financizl condition and results of operations.

Financial record; ability to pay dividends

On a consolidated basis the Group suffered significant reduction in net income in 1997 compared to 1996,
and incurred losses in 1998 and in the first quarter of 1999. These results are attributable to the costs incurred in
connection with the launch of CSD. See *Management’s Discussion and Analysis of Financial Condition and
Resuits of Operations”.

Management expects that, with continued growth in subscriber numbers to CSD, the Group will return to
profitability. However, no assurance can be given as to when, or whether, this will be achieved.

The Company’s ability to pay dividends in the future will be subject to the Company achieving profitability,
eliminating accumulated losses, and moreover subject 1o the Group having sufficient cash flow to pay dividends
after funding its investment requirements related to the development of CSD and reducing indebtedness. See
“Dividends and Dividend Policy™.

Dividends are subject to Spanish withholding tax. See “Taxation — Spanish Taxation Considerations — Non
Residents Income Tax - Taxation of Dividends™.

Dependence upon transmission service providers

The transmission service for the Group's broadcasting is provided, in the case of the analogue terrestrial
service, by Retevisidn, S.A. (“Retevision™) and in the case of the satellite digital service, by Société Européenne
des Satellites, S.A. (*SES™) through the Astra satellite system.

In the case of the satellite digital service, CSD rents a total of seven transponders from SES on three
different satellites. SES also maintains one back-up transponder for each transponder in use. However if a
catasirophic failure were to occur in connection with the Astra satellite system, or if for any other reason SES
were unable to continue to provide its transmission service to CSD, this could have a material adverse effect upon
the Group’s financial condition and results of operations.
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Foreign exchange exposure

While the Group’s revenues are generated in pesetas, a substantial portion of its obligations in connection
with the acquisition of programming is denominated in dollars and will therefore be exposed to currency
exchange rate fluctuations. Although the Company enters regularly into transactions to hedge the risk of foreign
exchange rate fluctuations, there can be no assurance that it will continue to engage in such transactions, or, if it
decides 10 engage in such transactions, that they will be successful in insulating the Group from detrimental
exchange rate fluctuations and that such fluctuations will not have a matenial adverse effect upon the Group’s
financial condition and results of operations. See “Management’s Discussion and Analysis of Financial Condition
and Results of Operations™.

- Year 2000 : . : - -

The proper functioning of the Company’s information technology and conditional access systems is ¢ritical
10 the operations of the Company. Systems that do not properly process the rollover of the two digit vear value io
00 at the turn of the millennium could generate emroneocus data or cause a system to fail. The Company is
currently undertaking a program of testing, conversion and replacement in order to have all of its systems be Year
2000 compliant by the end of 1999. Management believes that all of the Company’s critical systems will be fully
Year 2000 compliant by the end of the current calendar year. However, there can be no assurance that the
equipment and systems of the Company, or of third parties, will perform as expected or that measures taken will
successfully minimize or eliminate the effects of the Year 2000. Failure to do so could have a material adverse
effect on the financial condition and results of operations of the Company. See “Management’s Discussion and
Analysis of Financial Condition and Results of Operations — Year 2000”.

Influence of Existing Shareholders; Shares eligible for future sale

The Existing Shareholders (as defined in “Principal and Selling Shareholders” below) own all the
outstanding shares of the Company. After giving effect to the Giobal Offering, these shareholders’ aggregate
beneficial ownership is expected 10 decrease to between 75% and 78.26% of the outstanding Shares, depending
on whether (and the extent to which) the international managers and the Spanish managers exercise the Over-
Allotment Option. Consequently, these shareholders will own a majority of the outstanding Shares and together
will have the power o elect a majority of the Company’s directors and to determine the outcome of substantially

all'matters 10 be decided by a vote of shareholders. The two principal shareholders in the Company, Prisaand - .

Canal+ Société Anonyme have emtered into an agreement in which, amongst other things, they agree 10 seek'to .
establish 2 common’position on major issues affecting the Group. See “Principal and Selling Shareholders ~
Agreement among Principal Shareholders”. ) v

A disposition by any of the Existing Shareholders of a substantial amount of Shares in the pubtic market, or
the perception that such a disposition may occur, could adversely affect the trading price of the Shares on the
Spanish Stock Exchanges and could affect the control of the Company. See “Principal and Selling Shareholders”
and “Description of Capital Stock™.

Market for the Shares

Prior to the Global Offering, there has been no public market for the Shares in Spain, the United States or
elsewhere. The Company has applied for listing of the Shares on the Spanish Stock Exchanges and for
qualification of the Shares with the Automated Quotation System of the Spamish Stock Exchanges. There can be
no assurance that active markets will develop in Spain or elsewhere or will continue if they develop, nor that the
holders of Shares will have the ability to sell their Shares, nor as to the price for which such holders may be able
to sell their Shares. If such a market were to develop, the Shares could trade at prices that may be higher or lower
than the initial offering price, depending on many factors including some beyond the Company’s control.

Delayed listing of the Shares on the Spanish Stock Exchanges

[t is possible that the Company and the Selling Shareholders will receive payment for the Shares offered in
the Global Offering even though the Shares have not been approved for listing in the Spanish Stock Exchanges. If
this event persists until August 2, 1999, the Placement Agreement and the underwriting agreements for the
Spanish Offering provide that the Global Offering will be terminated and the purchase price will be returned to
investors with interest accrued thereon. Any delay in the commencement of trading of the Shares on the Spanish
Stock Exchanges would impair the liquidity of the market for the Shares, and make it more difficult for the
holders to sell their Shares.

Events anticipated in forward-looking statements in the Memorandum may not occur

This Memorandum contains forward-locking statements that involve risks and uncertainties. These forward-
S
looking statements are usually accompanied by words such as "believe”, “amicipate", “plan”, “ex ect”,
2 y




“forecast”, “estimate”, “project”, “should”, “intend”, “probability”, “risk”, “target”, “goals™, “objective”
and similar expressions. The Group’s results may differ materially from those anticipated in these forward-
looking statements as a result of a number of factors, including the risks faced by us described above and
elsewhere in this Memorandum. See “Forward-Looking Statements™ and “Management’s Discussion and
Analysis of Financial Condition and Results of Operations — Prospects™.

Possible unavailability of preferential subscription rights for U.S. holders

United States holders of Shares may not be able to exercise any future preferential subscription rights in
respect of their Shares unless a registration statement under the Securities Act is effective with respect to such
exercise or an exemption from the registration requirements thereunder is available. No assurance can be given
that the Company will have declared effective any such registration statement.
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DIVIDENDS AND DIVIDEND POLICY

The Company did not declare dividends in respect of the financial vears ended December 31, 1996, 1997 or
1998.

The launch of CSD in January 1997 has resulted in the Group incurring substantial additional fixed costs and
indebtedness. The Sogecable Group suffered a significant reduction in its net income in 1997 compared to 1996,
and incurred 2 net loss in 1998 and the first quarter of 1999. See “Management’s Discussien and Analysis of
Financial Condition and Results of Operations”. The Company expects that in the short term the cash flow
generated by the Sogecable Group will be used to fund the further investments required in respect of the
development of CSD and to reduce indebtedness. Once these cash requirements have been satisfied, however, and
assuming that the Company has returned 1o profitability and eliminated accumulated losses, management expects
that the Company will pay dividends. However, no assurance can be given as to when, or whether, this will be
achieved. The declaration, amount and payment of dividends in any future year will however depend 6n 2 numbér
of factors including the Company’s eamnings, financial condition, cash resources and capital requirements,
compliance with Spanish corporate law requirements, general business conditions and other factors.

Dividends are subject 10 Spanish withholding tax. See “Taxation — Spanish Taxation Considerations — Non
Residents Income Tax -~ Taxation of Dividends”.




EXCHANGE RATES

The Spanish peseta is a constituent currency of the euro and converts at a fixed exchange rate of €1 = Pras
166.386. Against currencies other than the euro and its constituent currencies, the peseta has free floating
exchange rates.

The peseta was previously part of the exchange rate mechanism of the European Monetary System
(“*EMS”). Within the EMS, exchange rates fluctuated within permitted margins, fixed by ceniral bank
intervention. Under the provisions of the Treaty on European Union negotiated at Maastricht, The Netherlands, in
1991 (the “Maastricht Treaty™) and signed by the then 12 European Union Member States in early 1992, the
EMU, with the euro being a single European currency under the monetary control of the European Central Bank,
will supersede the EMS. The last stage of EMU, with fixed exchange rates between national currencies and the
European Currency Unit. and the introduction of the euro, as required by the Maastricht Treaty, came into effect
on January 1, 1999. The following 11 Member States are participating in the last stage of EMU:.Austria,
Belgium, Finland, France, Germany, Ireland, Italy, Luxembourg, The Netherlands, Portugal and Spain.

The establishment of EMU may have significant effects on the economies of the participant countries. While
the Company believes that the introduction of the euro will eliminate exchange rate risks in respect of the
currencies of those member states that have adopted the euro, there can be no assurance as to the relative strength
of the euro against other currencies. Currently the Group’s revenues are substantially all in pesetas bur a
significant proportion of its expenses are in dollars. See “Risk Factors — Foreign exchange exposure”

The rates set forth below are provided solely for the convenience of the reader and are not used by the
Company in the preparation of its Consolidated Financial Statements included elsewhere in this Memorandum.
No represeniation is made that pesetas could have been, or could be, converted into U.S. dollars at'the rate or at
any other rate. The Federal Reserve Bank of New York ceased publishing the Noon Buying Rate for pesetas and
other constituent currencies of the euro effective January 1, 1999. On July 19. 1999, the Noon Buying Rate for
euros was U.5.51.00 = €0.9801 (corresponding to U.S.51.00 = Ptas 163.08).

The table sets forth for the periods indicated the low, high, average, and end of periocd Noon Buying Rates.
expressed in pesetas per U.S. dollar.

Year ended December 31 ‘ s Rate at

Low High Average' - Period End
1994 . e 124.54 14547 13290 ~ 131.73
1995 . 118.54 13393 124.11 12140
1986 . i e 120.93 131.55 126.97 129.86
1997 . e 129.88 158.80 147.15 152.40
1998 . . e 136.80 157 41 149.44 - 14215
1999 (through July 19,1999). .. .............. 140.86 164.11 155.02 163.08

1 The average of the Noon Buying Rates on the last business day of each month during the relevant period.
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CAPITALIZATION

The table below sets forth the shori-term debt and total capitalization of the Group as ‘at December 31, 1998
(i) in accordance with Spanish GAAP and (ii) as adjusted for (a) the estimated net proceeds from the Global
Offering, after deducting the underwriters’ discounts and commissions and estimated offering expenses,
assuming the Over-Allotment Option is exercised in full and assuming the sale of Shares is at the Share Offer
Price (€23.50 (Pras 3,910.071) per Share), and (b) the changes to the share capital of the Company described in
note 5 below.

At December 31, 1998

As As As
Actual Actual Actual Adjusted Adjusted Adjusted
_ (in millions)
Ptas uss? €7 Ptas uss? €’
Shon-term debt' .. ... .. ... 27,407 1789 164.7 27.407 178.0 164.7
Long-zerm debt (excluding
curren: portion} . . ..... .. 64,856 4213 389.8 64.856 4213 389.8
Minority imerests . ........ 605 39 36 605 3.9 36
Shareholders” equity*. . .. ...
Share capital® ... ........ . 30,000 194.9 180.3 32,287 209.7 194.0
Reserves and retained eamnings 6,315 41.0 38.0 26,258 190.1 175.8
Total shareholders’ equity . . 36,315 2359 2183 61,543 399.8 369.8
Toual capitalization . .. . . 101,776 661.1 611.7 127,006 825.0 763.2

U Inctuding current portion of long-term debr.

2 suolebs tor th2 convenience of the reader, amounts stated in dollars have been translated from pesetas at a rate of U.S.51.00=Pras 153.947.
tased on the Noon Buying Rate for the euro on March 31, 1999 and the irrevocable conversion rate referred to below.

Scdely for the convenience of the reader, amounts stmtad in euros have been manslated from pesetas at a rate of €1.00=Ptas 166.386. the
wedakic conversion rate estzblished January [, 1999.

For g dicussion of cerain significant differences berween Spanish GAAP and U.S. GAAP affacting shareholders’ eqmtv see "Annex A
nmar of Centain Differences Berween Spanish GAAP and US. GAAP™.

wseed share capital of the Company as of December 31. 1998 was Ptas 30,000,000.000 represented by 300,000 shares, with a
!alue of Pras 100,000 2ach. On May 18, 1999 the shareholders of the Company approved (i) the redenomination of the capital
ures and (ii) an increase in the rominal value per share 1o €602 (Pras 100,164.372), which resulied in a total capital increase of
s (Pras 49,311.599.19) against reserves. The shareholders then approved a stock split 1o reduce the nominal value for shares
to €2 (Pras 332.772). The number of issued shares prior to the Globsl Offering is therefore 90,300.000. The shareholders also
o en June 15, 1999 an increase in capital towlling €13,447,506 {Pas 2,237.476,733) through the issuance of 6,723,753 new shares
qe Clobal Offering. As a result, the issued share capital following the Global Offering will be €194,047,506 (Puas
K 34, represented by 97,023,753 shares, with a nominai value of €2 each. For a description of the rights and restrictions on the
Lemial anwh of the Company. see “Description of Capital Stock™.

in addinon. as of March 31, 1999, the Group had liquid assets, consisting of cash and short-term financial
ivosimenis, of Pras 2.070 million. See “Management’s Discussion and Analysis of Financial Condition and
Resehis of Operutions — Liquidity and Capital Resources™.
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USE OF PROCEEDS

The Company and the Selling Shareholders are the sellers of the Shares being sold in the Global Offering.
The net proceeds to the Company will be approximately € 151.3 million (Ptas 25,180 million) after deducting the
underwriting discounts and commissions and estimated offering expenses. The Company intends to apply the net
proceeds of the Shares sold by it in the Global Offering (i) to fund new investments in fixed assets, in particular
new broadcasting and production facilities; (ii) to finance additional programming production; and (iii) for
general corporate purposes, including the repayment of indebtedness. See “Business — Strategy”.

19




SELECTED CONSOLIDATED FINANCIAL DATA

The selected consolidated financial data set forth below for the three years ended December 31, 1996, 1997
and 1998 have been derived from the Annual Financial Statements which have been audited by Arthur Andersen,
the Company’s independent accountants, whose report thereon is included elsewhere in this Memorandum. The
selected financial information set out below for the Group at and for the three month periods ended March 31,
1998 and 1999 has been derived from the Interim Financial Statements, which are unaudited. The Interim
Financial Statements for the three months ended March 31, 1999 have been subject to a limited review by Arthur
Andersen. The Interim Financial Statememts for the period ended March 31. 1998 have been prepared by
Company’s management for comparison purposes. In the opinion of management, the Interim Financial

- Statements for the period ended March 31, 1998 present fairly the net-worth, financial position and. results of

operations of the Company for such period. Results for the three months ended March 31, 1999 are not
necessarily indicative of the results for the full year. The selected consolidated financial and other data should be
read in conjunction with the Consolidated Financial Statements and notes thereto, and “Management’s
Discussion and Analysis of Financial Condition and Results of Operations™.

The Consolidated Financial Statements have been prepared in accordance with Spanish GAAP, which differ
in certain significant respects from U.S. GAAP. The material differences between Spanish GAAP and U.S.
GAAP are summarized in Annex A.

At and for the vear Ended December 31,

1996 1997 1998 1998 1998
LSS €
Ptas (million)  Ptas (million)  Ptas (million) ¢miflion)” (milfion)™

Total operating revenues . .. .. ....... 74,797 88,272 103.856 674.6 624.2
Operating expenses:
Purchases. .. ... ...... ... 0. 22,407 32,122 42,18] 274.0 2535
Personnel. ............. ... on.. 6,683 9,634 11,096 72.1 66.7
Other operating expenses. . . ......... 29,186 43,843 44238 287.3 265.8
Depreciation and amortization . ....... 7.895 12,817 20,214 1313 121.5
Total operating expenses . . .......... 66,170 98,416 117,719 764.7 707.3
Operating income {loss)y: ............ 8,627 (10,144) (13,863) . (90.1) (83.3)
Financial income (expense)-net...... 449) 218 (3,439) (22.3) 20.7)
Income from associates (loss) — net. . . . . —_ (310) {3,824) {24.8) (23.0)
Geodwill amortization. ............. 35 ; 186 239 1.6 N
income (loss) before extraordinary items. 8,123 (10,422) (21,36%) (138.8) (128.4)
Extraordinary ircome (loss) — net. ... .. 567 324 3,566 23.2 214
Income before taxes and minority

IMETESIS . . e v v e ettt ae e e 8.690 (10,098) (17.798) (115.6) (107.0)
Income tax. . ......... ... ... ... .. 2,565 (9,041) (12,848) (83.5) (77.2)
Minority interest. . . .. ... ... ...... 94 (1,354) (1,294) (8.4) (7.8}
Netincome (loss) . .. .............. 6,031 296 (3,636) (23.73 (22.0}
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At and for the vear Ended December 31,

1996 1997 1998 1998 1998
U.SS € .
Ptas (million)  Ptas (million)  Ptas (million)  (mitlion)" (million)™®
Balance Sheet Data:
Cash and short-term financial investments 11,729 3,642 3,501 2.7 21.0
Accounts receivable ..... ... ... ... 28,424 42,406 40,560 263.5 243.8
Total current assets. .. ... .......... 49,289 60,518 72,107 463.4 433.4
Audio-visual rights (gross). . . ........ 45,899 54,658 49,966 3246 300.3
Total fixed and other non-current assets. . 36,412 105,018 117,427 762.8 705.8
Totalassets . .................... 107,303 166,352 190,793 1,239.3 1,146.7
" Short-term payable to credit entities . . . . 15415 41,288 27,407 178.0 164.7
Short-term deposits . .. ... ... ... L. 4,267 6.131 3,586 233 21.6
Accounts payable . . ........ ... .. .. 32,464 61,222 44,064 286.4 264.8
Total current liabilities ... .......... 56,395 110,657 76,570 497.4 460.2
Long-term payable to credit entities . . . . 7,873 8574 64,836 421.3 389.8
Long-term deposits . . .............. 17,838 11,196 8,849 573 5§32
Total long-term lizbilities. . ... .. ..... 30,823 24,116 76,942 4998 462.4
Minority interests . .. ... ... ... ... 97 1.233 605 3.9 3.6
Totzl shareholders’ equity . .. ........ 19,675 29.971 36,315 2359 2183
Total shareholders’ equity and liabilities . 107,303 166,352 190,793 1,239.3 1,146.7
Other Data: .
Average number of employees'™ .., ... 737 1,079 1,250 — —
Waorking capital™®. ... ... ... ... .... {3.420) (12,492) 9,443 61.3 56.8
Operating income margin'® .. ... ... .. 11.5% (11.5%) {13.3%) - —
EBITDA™ . . ... ... . ... ... .. ... 16.523 2,673 6,351 413 382
Number of subscribers -~ pertod end
Camal=. .............. .. ..... 1.366,063 1,464,894 1,593,614 — —
Analogue . ... .. . 1.366.063 1,208,019 1,009.601 — -
Digital ..................... — 256,875 584,013 - -
CSD ... e _ 260,168 599,350 _ -
Toral Group subscribers® ... ... ... 1,366,063 1,468,187 1,608,951 — —_

(1) Solely for the convenience of the reader, amounts stated in dollars have been wansleted from pesetas at the rawe of Pras 155947 =
U.S.51.00 based on the Noon Buving Rate for the euro on March 31, 1999 and the irrevocable conversion rate referred to.below.’ s

(2) Solely for the convenience of the reader. amounts stated in euros have been translated from pesetas at a rate of €1.00 = Ptas 166.386. the
irrevocable conversicn rate established January . [999. ’

8

Permanent employees calculated on a monthly aggregate basis.

Total current assets (excluding amounts due from shareholders for capital calls. cash and short-term financial investments) minus total
current liabilities {excluding short-term payable to credit entities).

Operating income as a percentage of total operating revenues.

Operating income plus depreciation and amortizaticn. EBITDA is preserted because it is a widely accepted indicator of funds available o
service debt, although it is not 2 generally accepted accounting measure of liquidity or performance. The Company believes that
EBITDA. while providing useful information. should not be considered in isolation or as a substirute for net income as an indicator of
operating performance. or as an altemnative to cash as a measure of liquidiry.

Number of subscribers who subscribe to Canal~ Digital through CSD at period end. References to subscriber numbers at any date are to
the number of subscription contracts in force as at that date,

Number of Canal+ analogue subscribers at period end plus accumulated number of CSD subscribers at period end. References o
subscriber numbers a1 any date are to the number of subscription contracts in force as at that date.




Total operating revenues . . .. ....ovvv ..., 27816 30,768 199.9 184.9
Operating expenses:
Materfalused . . . ... ... . .o i 10,237 14,683 954 88.2
Personnmel. ......... ... e 2,625 2,889 18.8 17.4
Other operating expenses. . .. ........ ... 13,638 10,067 65.4 60.5
Depreciation and amortization .. ................. 4,045 4,387 28.5 264
Total operating expenses . . .. ...t 30,545 32,026 208.0 1925
Operating inCome:. . .. ... vv vt et (2,729) ~(1,258) (8.2)y e (76)
Financial income (expense)~net................. (559) {733) (4.8) 4.4)
Income from associates (loss)—net. .. ............. ) (1,864) (12.1) (11.2)
Goodwill amortization. .. ........ .. L. 55 11 07 ° 0.7
Income before extraordinary items .. . ............. (3,351) (3,963) (25.8) (23.8)
Extracrdinary income (loss) —net................. 277 80 0.5 0.5
Income before taxes and minority interests .. ........ (3,074) (3,885) (25.2) (23.3)
ICOmMe 13X, . .. oot e e 2,803 2,546 16.5 15.3
Minority Interast. . . .. ..o e e 548 184 1.2 1.1
NetinCOme ...ttt e e e e ne 277 (1,154) (7.5) 6.9)
Balance Sheet Data:
Cash and short-term financial investments. . ... ...... 3,107 270 3.4 12.4
Accounts receivable . ... ... .. Lol 44951 40,762 264.8 - 245.0
Total CUMTENT 855818 . . v v i v i et e e ee e 61,619 61,573 4000 -~ 3701
Audio-visual rights (Gross) . ............ .. ... .. 54,941 50,116 3255 . 301.2
Total fixed and non-current assets. . . . . ............ 118,982 117.327 762.1 - . 705.1
Total @ssets . ... .o 182,120 180,247 1,171.0 . 1,083.5
Short-term payable to creditentities . . .. ........... 22,605 25,501 1656 < - 1533
Short-term deposits . . . .. . ... 3,769 2,665 17.3 = 16.0
Accountspayable . ... ... .. ... .. 49,263 37,187 2416 2233
Total current fiabilies .. ........ ... .. ... ... 77,862 66,686 433.2 400.8
Long-term payable to credit entities . . .. ... e 57,431 64,683 4202 . .. 388.8
Long-term deposits . .. ... .... e . 11,196 8,849 57.5 i 532
Total long-term Habilitles. .. .......... ... .. .... ) 172,992 75,763 492.1 1455.3
Minority interests .. ... ..., .... e PPN T 690 963 63 " - 58
Total shareholders” equity . .. ................... 30,248 35,161 2284 - - 2113
Total shareholders’ equity and liabilities . .. .. ... .... 182,120 180,277 1,171.0 1,083.5
Other Data: oL
Average number of emplovees................... — 1,203 —_— —
Working capital®™. .. ... L 3259 18,317 119.0 110.1
Operatin% income margin®’ . ....... ... ... ... (9.8%) (4.1%) — —
EBITDA™. . ... .. . 1,316 3,129 20.3 18.8
Number of subscribers ~ period end

Canal®. . ... e 1,527.052 1,671,401 —_ —_—

Analogue'® ... . 1,095,093 1,023,635 — —
Digital ™. .. 431,959 647,766 — : —

COD e 436,809 670,141 — —

Total Group subseribers'® .. ... .. ... L. 1,531,902 1,693,776 — —
(1) Solely for the convenience of the reader, amounts stated in dellars have been translated from pesetas at the rate of Puas 153.947 =

)
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At and for the three months ended March 31
1998 1999 1999 1999

Ptas (million)  Ptas ¢million)  U.S.S (million)" € (million)®

U.S.81.00 based on the Noon Buying Rate for the euro on March 31, 1999 and the irrevocable convession rate refetred to below.
Solely for the convenience of the reader, amounts stated in euros have been translated from pesetas at a rate of €1.00 = Pras 166.386, the
irrevocable conversion rate esteblished January 1, 1999.

Permanent contract employees calculated on a monthly aggregate basis.

Total current assets (excluding amounts due from shareholders for capital calls, cash and short-term financial investments) minus total
current lizbilities (excluding short-term payable to credit entities).

Operating income as a percentage of total operating revenues.

Operating income plus depreciation and amortization. EBITDA is presented because it is a widely accepted indicator of funds available to
service debt, although it is not a generally accepted accounting measure of liquidity or performance. The Company believes that
EBITDA, while providing useful information, should not be considered in isoiation or as a substitute for net income as an indicator of
operating performance, or as an alternative to cash as a measure of liquidity.

Number of accumulated subscribers who take Canal+ Digital within CSD at period end. References to subscriber numbers at any date are
10 the number of subscription contracts in force at that date.

Number of Canal+ anzlogue subscribers at period end plus accumulated number of CSD subscribers at period end. References to
subscriber numbers at any date are to the number of subscription contracts in force at that date.




MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS

The following discussion should be read in conjunction with the Consolidated Financial Statemenis included
elsewhere in this Memorandum. The financial information contained herein relating to the years ended December
31, 1996, 1997 and 1998 has been derived from the Annual Financial Statements, the individual financial
statements of certain Group companies and the accounting records of the Group. The Annual Financial
Statements have been audited by Arthur Andersen. The financial information contained herein in relation to the
three month periods ended March 31, 1998 and 1999 has been derived jrom the Interim Financial Statements and
the accounting records of the Group. The Interim Financial Statements for the period ended March 31. 1998 have
been prepared by Company’s management for comparison purposes. In the opinion of managemeni, the Interim
Financial Statements for the period ended March 31, 1998 present fairly the net worth, financial position and
results of operations of the Company for such period. The Consoiidated Financial Statements have been prepared
in accordance with Spanish GAAP, which differs in certain respects from U.S. GAAP or generaily accepted
procedures in other countries. See “Annex 4 — Summary of Certain Differences between Spanish GAAP and U.S.
GAAP",

General
Consolidated and individual company information

In the period under review in this discussion, one of the most significant events affecting the Sogecable
Group's results of operzations has been the launch of CSD, which took place on January 31, 1997. See “ —‘Launch
of CSD” below. ;

In order to illustrate the implications of this development, in the discussion that follows, in addition to
analysis of the consolidated results of the Group, revenues and expenses are also analyzed at the level.of the two
principal companies in the Group — namely Sogecable and CSD — and on an aggregated basis in respect of the
remaining Group companies. Set forth below is a summary of the activities of Sogecable, CSD and the other
companies consolidated within the Group. For further information, see-“Business™.

Sogecable. The principal activity of Sogecable is the operation of the Canal+ channel, whith Sogecable
itself broadcasts in analogue format and which it also supplies to CSD for broadeasting in multiplexed,” digital
format. Sogecable is also active in acquiring programming rights from third parties, principally rights to films .
under its contracts with the Majors, which Sogecable uses itself for the purposes of Canal+ and which .it also
supplies to CSD as well as to Compafiia Independiente de Television, S.L. (“CIT, S.L.”) and its subsidiaries
which are involved in the production of the Group’s Channels. Sogecable in addition provides certain
administrative and commercial services to CSD and other Group companies.

CSD. The principal activity of CSD is the operation of the Group’s satellite digital pay-TV and PPV
services. CSD acquires most of its programming for this service from Sogecable and other Group companies,
rather than directly from external sources. The programming acquired from Sogecable by CSD includes Canal+
Digital, namely the Canal+ channel in its basic and multiplexed formats.

Other Group companies. The other companies that are fully consolidated within the Group include: (i)
Gestion de Derechos Audiovisuales y Deportivos, S.A. (“Gestsport™), which acquires and manages rights to
sports events and supplies sports programming to Sogecable and Sogecable Fitbol S.L. (“Sogecable Futbol™),
(31) CIT, S.L., which produces most of the Group’s Channels either directly (s in the case of Documania, Estilo
and Viajar) or through its two 100% owned subsidiaries, Cinemania, S.L., (Cinemania) and Sogecable Futbol
(Sportmania); (iii) Cable Antena S.A. (“Cable Antenz”), which sells the Group’s Channels and third pany
programming to cable operators: (iv) Sogecine and Sogepaq, which carry out the activities of production and
disiribution of films, respectively; (v) Centro de Asistencia Telefénica, S.A. (“CATSA”), which provides
subscriber management services 1o Sogecable, CSD and third panies; and (vi) Canal Club de Distribucidn y
Cultura, S.A. (“Canal Club”), which sells books, records and other merchandise to subscribers through
catalogues. In addition, the Group consolidates certain associated Companies by the equity method. See “—
Presentation of financial information — Equity method™ below.

Consolidation adjustments

In view of the extensive intra-group transactions carried on by Sogecable, CSD and other Group companies,
the analysis of their respective revenues and expenses set out below should be considered together with the
applicable consolidation adjustments, which are summarized below.
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The consolidation adjustments that arise can be grouped into four categories, namely the adjustments
required in respect of (i) expenses incurred by CSD and revenues of Sogecable from the payments which CSD
makes to Sogecable in respect of Canal+ Digital programming; (ii) expenses incurred and revenues arising from
the sale of programming rights between members of the Group; (iii) expenses incurred and revenues arising from
the provision of services between members of the Group; and (iv) expenses incurred and revenues arising from
the payments between CSD and Sogecable in respect of the migration of Sogecable subscribers from the Canal+
analogue service to CSD.

Payment by CSD for Canal+ Digital. CSD pays Sogecable a monthly fee for every subscriber to CSD who
takes Canal+ Digital as part of his or her package equal to 86.5% of the current monthly subscription payable by a

. Canal + analogue subscriber. In 1998, the consolidation adjustment required in respect of this item was Ptas

14,804 million. This amount appears as subscriber revenues in the individual accounts of Sooecable and as cost
of programming rights in the individual accounts of CSD.

Sale of programming rights. The principal sales of programming rights that take place are as follows:

(i) Sogecable sells programming rights to CSD, in particular programming rights acquired from the Majors.
These rights include PPV rights to films, the Disney Channel. and certain theme channels included in the
basic CSD package offered to subscribers. In 1998, Sogecable eamed revenues of Ptas 5,768 million from
the sale of film nights to CSD;

(i) Sogecable also sells programming rights to CIT, S.L. and second-window pay-TV film rights to Cinemania,
S.L. which use these rights in the production of certain of the Group's Channels. Sogecable earned revenues
of Ptas 2,144 million in 1998 from the sale of these rights;

(iii) Gestsport sells rights to sports events to Scgecable and to Sogecable Futbol, S.L. Gestsport earned revenues
of Ptas 4,933 million in 1998 from the sale of these rights; and

(iv) CIT, S.L. and its subsidiaries sell the Group’s Channels to CSD. CIT, S.L. and its subsidiaries together
earned revenues of Ptas 2,308 million in 1998 from the sale of these rights.

In total, taken together with certain other less significant intra-group payments in respect of programming
rights (which totalled Ptas 2,265 million in 1998), the consolidation adjustments applicable in this category in

" 1998 were Ptas 17,418 million. These~amounts appear as other revenues in the individual accounts of the-
company sel]mg the relevant rights, and as cost of programming rights in the accounts of the acqumncr company ‘

Servzces provided. Sogecable prov1des varicus administrative and commercial services to CSD' whlch .

produced revenues for Scgecable of Ptas 1,120 million in 1998. CSD, on the other hand, provides various
services to Sogecable and CIT, S.L. and its subsidaries from which it earned revenues of Ptas 2,314 million and
Pras 855 million, respectively, in 1998. CATSA provides subscriber management services to both Sogecable and
CSD: in 1998 this generated revenues for CATSA of Pras 4,546 million, of which Ptas 1,730 million was
attributable to Sogecable and Ptas 2,816 million to CSD. Taking into account other less significant adjusiments
totalling Pras 705 million, the total consclidation adjustment in 1998 in respect of services provided between
Group companies was Ptas 9,540. These amounts appear as other revenues in the individual accounts of the
company providing the service, and as other operating costs of the recipient of the service.

Migration fee. CSD pays to Sogecable a fee in respect of each new subscriber to CSD who migrates from the
Canal+ analogue service and subscribes 1o Canal+ Digital. The payments made are as follows: {a) CSD makes a
payment of Ptas 13,000 to Sogecable for every new subscriber to CSD who subscribes to Canal+ Digital,
regardless of whether the subscriber has migrated from the analogue service, and (b) Sogecable makes a payment
of Ptas 15,000 to CSD for every new subscriber to CSD who subscribes to Canal+ Digital and who has not
migrated from the analogue service. The net effect of these two payments is that Sogecable receives from CSD a
payment of Ptas 15,000 for each new subscriber to CSD who migrates from the Canal+ analogue service and who
subscribes to Canal+ Digital. In 1998, payments by CSD to Sogecable totalled Ptas 3,738 million. Sogecable
records the net fee as other operating revenue. CSD records the payment it makes to Sogecable as other operating
costs, and the revenue from the payment made by Sogecable to it as other operating revenues.

Launch of CSD

One of the most significant factors in the analysis of the Sogecable Group’s results of operations in the
period under review has been the launch of CSD, which took place on January 31, 1997. The launch of a digital
satellite platform necessarily involves the incurrence of significant fixed costs. As a result, until the necessary
level of subscribers is achieved, the activity will inevitably incur losses. The Group has incurred a series of fixed
costs related to the start-up of CSD’s operations, which have resuited in the Group recording losses in the first
two years of operation of the service.

24




The principal areas in which the Group has incurred significant fixed costs in relation to the launch of CSD
are described below:

s The largest single cost item relates to programming. Increased costs have been incurred as the Group has
sought to incorporate new programming content. Principally as a result of the terms of the contractual
agreements with the Majors, the Group is obliged to make guaranteed minimum payments for certain
programming content, particularly films. Generally these guaranteed minimum payments are fixed amounts
that are linked to 2 given minimum level of subscribers. However, once the stipulated minimum number of
subscribers is passed in respect of any contract, the cost structure for that contract becomes variable on a per
subscriber basis. The cost of programming rights for sports events (with the exception of PPV rights) is
generally fixed, with no correlation to the number of subscribers.

e  Although the costs of recruiting new subscribers are variable in relation to the number of new subscriptions
in any period, there is a fixed cost element deriving from the initial marketing effort required in connection
with the launch of CSD.

o In relation to transmission, CSD has incurred fixed costs from the rental of seven transponders on the Astra
satellite system.

e  There has been an increase in the depreciation charge as a result of the significant investment made by the
Group in new decoders needed for the satellite digital operation.

e Finally. the Group has increased its financial expense as a result of new debt incurred to fund the
deveiopment of CSD.

Togerther these factors contributed to the Group recording a significant reduction in net income in 1997
relative o 1996. and recording a loss in 1598 and in the first three months of 1999.

The impact of the launch of CSD, which took place in January 1997, should also be taken into account when
considening the comparison of results of operations for the years ended December 31, 1996 and 1997 set out
below. In 1996 the entity which is now named CSD pursued a distinct business related to the provision of services
1o cable operators. Its revenues and expenses in 1996 do not bear meaningful comparison with later periods.

The Gruup s Channels

In corunction with the. launch of. CSD the Sogecable Group has a]so extended the scope of its internal .
programming production. The Group currently produces or co-produces ten channels in addition to Canal+. See
“Business - Production and sale of the Group’s Channels”. The development of the Group’s Channels has led to
opporitmnes 10 increase revenues, through the sale of this production to cable operators, but has also led 1o
increased coals associated with the production activities and the need for additional proorammmo material
resulting an an increase in cost of programming rights.

Pros e Julv 1998 certain of these channels were produced by Sogecable and CSD respectively. These
aciniatios hese now been transferred to CIT, S.L. and its subsidianes.

Subscriber numbers

The crouth in subscriber numbers is fundamental 1o the analysis of the Sogecable Group’s results of
operativns directly affecting both revenues and expenses. Revenues from subscribers accounted for 76.4% of the
Graup's soasohdated revenues in 1998, Growth in subscriber numbers also has a significant effect on expenses.
In particuier t1) the pavment terms of the Group’s contracts with the Majors and other producers for films and
chennels concrally vary according to the number of subscribers (subject to minimum guaranteed levels), and (i)
the Gmu:‘.~ ~ommercial expenses are generally based on a unit cost per subscriber and so vary in relation to the
numbers of new subscriptions (for recruitment cosis) and the average number of subscribers (for subscriber
management COsts).

[
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The following table shows subscriber numbers of Canal+ in its analogue and digital formats, respectively,
and of CSD as at December 31, 1995, 1996, 1997 and 1998, as at March 31, 1998 and 1999 and as at May 31,
1999, as well as cancellation rates and average monthly revenues per subscriber for the periods shown.

December 31,
March 31, March 31, May 31,

Canal+ 1995 1996 1997 1998 1998 1999 1999
Analogue............... 1,204,615 1,366,065 1,208,019 1,009,601 1,095,093 1,023,635 1,008,102
Digital................. 0 0 256,875 584,013 431,959 647,766 670,375
Total Canal+ .. .......... 1,204,615 1,366,065 1,464,894 1,557.614 1,527,052 1,671,401 1,678,477
CSD............ S 0 0 260,168 599,350 436,809 670,141 - 697,631
Total Group subscribers!V . .. 1,204,615 1,366,063 1,468,187 1,608,951 1,531,902 1,693,776 1,705,733
Cancel]ation(%)m ' .

—Canal+ analogue ... ..., 6.7% 7.7% 8.1% 8.9% 2.0% 2.6% 4.3%

CSD. ... ... — — 1.2% 3.9% 0.7% 1.6% 2.8%
Average monthly revenue per

subseribert®

—Canal+ analogue . . ... .. — 3,625 3,320 3,149 — 3,080 3,249

=CSD......cveivinn. -— — 5,391 5,743 — 7,518 5,568

(1) Number of Canal+ analogue subscribers at period end plus number of CSD subscribers at period end. The number of subscribers as at
each datz shown above is the number of subscription conwacts in force as at that date.

(2) Cancellztion is the number of cancelled subscriptions in any period (excluding cancellations resulting from migration from Canal+
analogue to Canal+ Digital)} expressed as a percentage of the aggregate of subscribers to the relevant service at commencement of the
period plus new subscriptions in the period. -

(3) Monthly subscription revenues including PPV and excluding connection fees.

The Group has traditionally experienced cerain seasonal fluctuations in the levels of new and cancelled
subscriptions. The most marked effect has been the high number of new subscriptions occurring in the period
from September to February. See “Business — Canal+ - Commercial Policy”. The degree of seasonal fluctuation
may be affected by specific marketing promotions undertaken by the Group. Nevertheless such fluctuation may.
continue to. affect the Group’s reported results in particular periods ip the future, and should also be taken into ’
account in considering the discussion below of the Group’s results for the three months ended March 31; 1999.

.

Presentation of financial information

The Annual Financial Statements and the Interim Financial Statements have been prepared in accordance
with Spanish GAAP. The accounting principles and policies appliad in preparation of the Consolidated Financial
Statements are included in the notes to the Consclidated Financial Statements included elsewhere in this
Memorandum. A summary of certain of those principles and policies is set out below.

Programming rights. Rights for films, sports events and television series to be used by the Group in its own
programming are recorded in the Consolidated Financial Statements, upon signature of the relevant contracts, as
inventory at the cost of acquisition. The rights are then expensed as foliows: (i} in the case of films, according to a
schedule determined by the Group to be representative of audience figures for successive showings of a film,
under which (in the case of a film shown on eight occasions, which is the standard number of screenings) 52% of
the cost is taken to the profit and loss account on the date of the first showing, with the remainder taken in fixed
percentages over the remaining showings; (i) in the case of sports events, the full cost is taken to the profit and
loss account at the time of first showing; and (iii) in the case of television series, the cost is spread on a straight-
line basis over the expected number of broadcasts. Other programming rights (for example, in relation to news or
documentaries) are treated as expenses immediately upon acquisition or broadcast.

Tangible fixed assets. Two key categories of tangible fixed assets used by the Group are its analogue and
digital decoders, respectively. The analogue decoders {and related equipment) used by the Group are depreciated
over an estimated useful life of seven years. Until December 31, 1998 the digital decoders used by the Group
were depreciated over an estimated useful life of five years. With effect from January 1, 1999, on the basis of a
revised technical assessment, the estimated useful life of the digital decoders has been extended to seven years.

Intangible fixed assers. The principal category of intangible fixed assets recorded by the Group in the
Consolidated Financial Statements comprises capitalized payments made in respect of audiovisual and sporting
rights to be distributed by the Group. This category includes: (i) the capitalized value of advance payments made
by Sogepaq to producers of films, television services and other audiovisual works; (ii} the capitalized value of
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costs incurred in the production of films and the acquisition of library films (the Group commences depreciation
of these items upon commercial release of the relevant production); (iii) film negatives, in situation where the
Group is outright owner of the film (the Group depreciates these items on a straight line basis over a period of 10
years); (iv) other rights, which comprise principally the capitalized value of the advance payments made by
Gestsport, CSD and Sogecable for the acquisition of rights to sports events, including the PPV football rights
owned by CSD unti]l 2003. Until June 26, 1998 the final category also included rights of Gestsport under a
contract relating to the marketing of Real Madrid Club de Fitbol.

Starr-up costs. Start-up costs capitalized in the Consolidated Financial Statements include costs related to
the launch of CSD’s broadcasting in digital format, and costs related to the recruitment of new subscribers to
CSD in the launch period. The former set of costs is depreciated on a straight line basis over five years. Cost
related to the recruitment of new subscribers in the launch period are depreciated over the period of their
subscription, subject 1o a maximum of five years.

Taxation. The Group has elected to be treated for tax purposes on a consolidated basis. The entities included
within the tax group as at December 31, 1998 were Sogecable, CATSA, Gestsport, CIT, S.L., Sogecine, Sogepagq,
Canal Club, Cinemania and Sogecable Fitbol. CSD was not eligible to be included within the tax group at
December 31, 1998 because Sogecable had not owned a 90% interest in CSD for the qualifying period of one
vear.

The total tax charge of the Group comprises the aggregate of (i) the tax charge applicable to the tax group
and (i1) the individual tax charge applicable to the companies which are consolidated for accounting purposes but
which are outside the tax group.

Where pre-tax losses have been incurred, Spanish GAAP permits partial capitalization of the pre-tax losses
provided that there is an expectation that profits will be recorded in coming years against which the losses can be
offset for tax purposes. On this basis, the Group recorded income, in respect of capitalization of tax losses, of Ptas
9.041 million in 1997 and Pras 12,848 million in 1998. See Note 3(i) to the Annual Financial Statements.

Equiry method. The Consolidated Financial Statements show the results of associated companies accounted
for by. the equity method of accounting. In the period under review the most significant item in this respect has

.oeen the Group’s participation. in Audiovisual Spon S.L. (“AVS”). See “Business - Acqmsmon and

management of rights to sports events”. For the years 1997 and 1998 the Group's share of the losses of AVS were

Ptas 307 million and Ptas 3,734 million, respectwely The other associated companies of the Group whose results - '

are consolidated by the equity method are Warner Lusomundo, Sogecable Musica, S.L. and CIN.TV S.L.

Interest rate and foreign exchange exposure

The Company manages its interest rate and foreign exchange risks by entering into over-the-counter hedging
instruments with financial entities with 2 minimum credit rating of AA. These instruments take the form of
arrangements such as swaps and collars in respect of interest rate risk, and forward contracts and currency options
in respect of foreign exchange risk.

.

The syndicated loan agreement described under “- Liquidity and capital resources - Liquidity” below
requires CSD to partially hedge its interest rate exposure. As at June 30, 1999, the amount hedged by CSD in

an A

respect of the syndicated loan was Ptas 33,388 million.

Between 35% and 40% of the Group’s payments are made in currencies other than those participating in the
euro, whilst substantially all its revenues are in pesetas.The foreign currency payments made by the Group arise
principally under its agreements with the Majors, Mini-Majors and in respect of certain international sports

events. The Group’s foreign exchange exposure is monitored centrally by the treasury department which arranges
cover as appropriate, using a range of instruments including derivatives.

As at June 30, 1699. the Company had long positions against the U.S. dollar, in the form of currency options
representing a total notional value of U.S.590.35 million. These long positicns were offset by short positions, in
the form of currency options, representing a total notiocnal value of U.5.8108.6 million. See “Risk factors ~
Foreign exchange exposure”.
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Resuits of operations for the vears ended December 31, 1996, 1997 and 1998

The following table shows in summarized form the consolidated results of operations for the Group for the
three vears ended December 31, 1956, 1997 and 1998.

December 31, December 31, December 31.
1996 1997 1996 vs 1997 1998 1997 vs 1998
Ptas million Ptas million (%) Ptas million (%)
Total operating revenues .. ........ 74,797 88,272 18.0 103,856 17.7
Total operating expenses.......... 66,170 98,416 48.7 117.719 19,7
Operating income (loss), . ......... 8,627 (10,144) — (13,863) 36.7
Financial income (expense) — net. . . . (449) 218 . L— (3,439)
Income from associates (loss) - net . . 310 — (3.824) 1,134.5
Goodwill amortization. . . ......... 55 186 238.2 239 285
Income (Joss) before extraordinary
HEMS. .ot 8.123 (10.422) — (21,365) 103.0
Extraordinary income (loss) — net . .. 567 324 (42.9) 3,566 1,001.6
Income before taxes and minornity
IMETESIS. o o v e i ts e et 8,690 (10,098) — (17,798) 76.3
Incometax ............co.ouv... 2,563 (9.041) — (12.848) 42.1
Minority interest . . .............. 94 (1,354) — (1,294) (4.4)
Net income (loss) .. ............. 6,031 296 — (3,636) —

" Years ended December 31, 1997 and 1998
Toral Operating Revenues

The following table shows consolidated revenues of the Group for 1997 and 1998, with the breakdown of
revenues between pavments from subscribers, advertising revenues and other revenues:

. Dgcember 31, 1997 ) December 31, 1998 97 vs 98
) Ptas million % - Ptas mil!ion ' % (%)
Subscribers . . . . . . . ' 66,143 72497 79352 76.4 £200
Advertising. . ....... ... ... -3,669 “4.2 4,075 3.9 . 1141
Other . .. .: .................... 18,460 20.9 20,429 19.7 10.7
Total......... i 88,272 100 103,856 100 17.7

The Group’s operating revenues comprise (i} payments from subscribers, which represented 76.4% of total
operating revenues in 1998 and which comprise monthly charges, charges for PPV services, initial connection
charges and rental charges for decoders and adaprers; (ii} other revenues, which represented 19.7% of total
operating revenues in 1998 and which comprise principally capitalization of start-up costs in CSD and of film
production costs in Sogecine, revenues from the sale of programming to third parties and revenues from the
production and distribution of films and, in 1998 only, certain monthly equipment rental payments to CSD, as
described below; and (iii) advertising revenues from advertising carried on Canal+, CSD, the Group’s Channels
and in the two magazines which the Group produces for analogue and digital subscribers, respectively (which
represented 3.9% of total operating revenues in 1998).

Total operating revenues of the Group in the year ended December 31, 1998 were Ptas 103,856 million, an
increase of 17.7% over total operating revenues of Ptas 88,272 million recorded in the vear ended December 31,
1997. This increase in total operating revenues was mainly due to the increase in revenues from subscribers,
which grew by 20.0% from Ptas 66,143 million in the year ended December 31, 1997 to Ptas 79,352 million in
the year ended December 31, 1998. This increase was principally attributable to the growth in subscriber numbers
in CSD and the fact that average revenues per subscriber are higher for CSD than for the Canal+ analogue
service. Other operating revenues were Ptas 20,429 million in the year ended December 31, 1998, an increase of
10.7% over the figure of Ptas 18,460 recorded in the previous year, principally as a result of the increases in
monthly equipment rental payments to CSD which were recorded as other revenues in 1998 (totalling Ptas 3,938
miilion) but had been recorded as subscriber revenues in 1997. This increase was however partially offset by (i) a
decrease in the revenues of Gestsport, which fell from Pras 9,226 million in 1997 to Ptas 7,287 million in 1998;
and (ii) a decrease in the start-up costs capitalized by CSD, which were Ptas 4,177 million in 1997, compared to
Ptas 2,276 million in 1998. See the discussion of other operating revenues in relation 1o Sogecable, CSD and
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other companies of the Group below. Advertising revenues at the consolidated level in the year ended December
31, 1998 were Puas 4,075 million, an increase of 11.1% over the figure of Ptas 3,669 million recorded in the
previous year, principally as a result of an increase in the amount of advertising space sold on Canal+, and the
dedication of additional space in the Canal+ subscriber magazine to advertising. See the discussion of advertising
revenues in relation to Sogecable and CSD below.

The following table shows the breakdown of total operating revenues between subscriber payments,
adventising, and other revenues for Sogecable, CSD, and the other Group companies, respectively. It also shows
the consolidation adjustments applicable and the resulting breakdown of operating revenues at the consolidated
level between subscriber payments, advertising and the other revenues,

. December 31, 1997 December 31, 1998 97 vs 98

Ptas (million) % Ptas (million) % (%)
Sogecable
Subscribers......... ... ... 58,360 82.5 60,172 75.6 . 3.1
Advertising. .. ...... .. 3,628 5.1 3,946 3.0 87
Other ...........c. ... 8,774 12.4 15,483 19.4 o768
Total............ i 70,762 100 79,601 100 . 12.5
Csp S
Subscribers . ... i 9,621 62.0 33,120 74.5 o 2442
Advertising. . ........... .. ... 41 0.3 129 0.3 -~ 214.6
Other .....oviiii i 5,845 37.7 11,218 25.2 . 91.9
Total. ... 15,507 100 44,467 100 " 186.8
Other Group companies
Subseribers .. ... .. oL 598 2.4 864 44.5
Advertising ... ........ ... ... o c 0 0 .
Other ........ [ U 24,104 97.6 24,424 1.3
TOWl. .o oo - 24702 | 100 25288 - 100 - 24
Consolidation adjustments 3
Subseribers .. ....... ... .. ..., (2,436) 10.7 (14,804) 32.5 b
Advertising.................... 0 0 0 0 o —
Other .. ..o (20,263) 8§9.3 (30,696) 67.5 51.5
Total, ..o, (22,700) 100 (45,500) 100 . 1004
Consolidated )
Subsecribers ... ... ..o 66,143 74.9 79,352 76.4 20.0
Advertising. .......... s 3,669 4.2 4,075 39 11.1
Other ... o i s 18,460 20.9 20,429 19.7 10.7
Total............ ... . ... .. 88,272 100 103,856 100 17.7
Sogecable

Sogecable earns operating revenues from three sources, namely (i) subscriber revenues, which represented
75.6% of total operating revenues in 1998, and which include principally monthly payments in respect of both
analogue and digital subscribers to Canal+ (the revenues in respect of digital subscribers being the payment by
CSD described in “~ General - Consolidation adjustments — Payment by CSD for Canal+ Digital” above), initial
connection charges from new subscribers to the Canal+ analogue service and rental charges for adapters paid by
subscribers to the Canal+ analogue service; (il) other revenues, which represented 19.4% of Sogecable's total
operating revenues in 1998, and which include principally the sale of programming rights held by Sogecable to
CSD and to the subsidiaries producing the Group’s Channels, payment for the provision of services by Sogecable
10 its subsidiaries, the payments made by CSD to Sogecable in respect of subscribers migrating from the analogue
to the digital service and Sogecable’s share of revenues from Wamer Sogefilms (an economic interest grouping,
whose revenues are attributed directly to its participants); and (iii) revenues from the sale of advenising on
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Canal+ and in the magazine delivered to Canal+ subscribers, which represented 5.0% of Sogecable’s total
operating revenues in 1998.

Sogecable’s operating revenues in the year ended December 31, 1998 were Ptas 79,601 million, an increase
of 12.5% over the previous year. This increase came principally from the increase in other revenues, and to a
lesser extent from the increase in subscriber revenues.

Subscriber revenues. Subscriber revenues of Sogecable grew by 3.1% from Pias 58,360 million in 1997 to
Ptas 60,172 million in 1998. Revenues in respect of subscribers to Canal+ Digital increased significantly from
Ptas 2,436 million in 1997 to Pras 14,804 million in 1998, as a result of (i) an increase in the number of
subscribers to Canal+ Digital in CSD, which rose from 256,875 at December 31, 1997 to 584,013 at December
31,.1998, and (ii) to a lesser extent, an increase in the monthly charge payable by Canal+ subscribers to the.
analogue service from Ptas 3,533 to Ptas 3,660 which took effect on March 1, 1997 and remained in force at
December 31, 1958 (this being relevant because the amount payable by CSD 1o Sogecable for each Canal+
Digital subscriber, as described above, is equal to 86.5% of the monthly subscription for the analogue service). In
addition, there was an increase in revenues from the connection charges payable by new subscribers to the Canal+
analogue service, from Ptas 1,595 million in 1997 to Ptas 2,164 million in 1998, as a result of the increase in the
connection charge from Ptas 9,000 to Ptas 15,000, which took effect on January 19, 1998. These increases were
partially offset by (i) a reduction in revenues from monthly payments by Canal+ analogue subscribers which
(notwithstanding the increase in monthly charge referred to above) fell from Ptas 50,201 million in 1997 to Ptas
40,061 million in 1998, due to the reduction in the number of subscribers to the Canal+ analogue service
(1,208,019 at December 31, 1997 compared to 1,009,601 at December 31, 1998) as a result of migration of
subscribers to CSD, and (i) a reduction in revenues from rental of adapters, which decreased from:Ptas 3,746
million in 1997 to Ptas 2,729 million in 1998, as 2 result of the migration of subscribers to CSD and also as a
result of the decreasing number of televisions in use requiring an adapter. See “Business — Canal+— Transmission
and Technology™. . 21

Advertising revenues. Sogecable’s advertising revenues increased by 8.7% from Ptas 3,628 million in the
year ended December 31, 1997 to Ptas 3,946 million in 1998. This increase was the result of an increase in the
amount of advertising space carried on Canal+ in 1998, and, to a lesser extent, to the fact that additional space
was dedicated to advemsmo in the Canal+ subscriber magazine in that year.' s

Other revenues. Other revenues of Sogecable g grew by 76.5% to Ptas 15,483‘mi11ion in 1998, compared to -~
Pras 8,774 million in 1997. This increase derived principally from (i) additional revenues from“the sale by
Sogecable of programming to CSD and to CIT, S.L. and its subsidiaries (which increased from Ptas 3,698 million
in 1997 to Ptas 7,516 million in 1998), (ii) from an increase in revenues from the provision of services to CSD
and other Group companies, such as management of the centra! purchasing function, human resources
management, corporate services and information technology services (which increased by Ptas 926 million to
Ptas 1,868 million), and (ii1) from a first-time contribution from Warner Sogefilms (of Ptas 989 million).

CSD

CSD, like Sogecable, eamns operating revenues from three sources, namely: (i) subscriber revenues, which
represented 74.5% of CSD’s total operating revenues in 1998 and which include monthly payments (both for
packages and options), payments for PPV services, connection charges and the monthly rental charge for
decoders (although in 1998 the monthly rental charge was classified as other revenue), (ii) other revenues, which
were 25.2% of CSD’s 1otal operating revenues in 1998 and which include principally the costs charged to the
affiliates producing the Group’s Channels {and, to a limited extent, to third parties) for use of transmission and
technical services provided by CSD, start-up costs of CSD which have been capitalized and, in 1998 only, the
monthly decoder rental charge referred 10 above; and (iii) advertising revenues, which derive principally from the
sale of advertising in the magazine produced for CSD subscribers and which in 1998 represented 0.3% of CSD’s
total operating revenuss.

CSD’s operating revenues were Ptas 44,467 million in the year ended December 31, 1998, an increase of
186.8% over the corresponding figure of Ptas 15,507 million in the previous year. This increase was principally
attributable to the increase in the number of CSD’s subscribers.

Subscriber revenues. Revenues from subscribers for CSD were Pras 33,120 million in the year ended
December 31, 1998, an increase of 244.2% over the revenues of Ptas 9,621 million recorded in 1997. This reflects
principally the significant increase in subscriber numbers for CSD in the peried, from 260,168 at December 31,
1997 to 559,350 at December 31, 1998. The increase in subscriber numbers in tum gave rise to (i) an increase in
revenues from the sale of “packages”, which rose from Ptas 4,549 million in 1997 to Ptas 22,525 million in 1998;
(i) an increase in revenues from PPV, which rose from Ptas 436 million in 1997 to Ptas 4,370 million in 1998,
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principally because football was not fully included in the PPV service until September 1997; and (3ii) increased
revenues from connection charges, which rose from Ptas 3,826 million in 1997 to Ptas 5,677 million in 1998,
notwithstanding the reduction in connection charges from Pras 32,500 to Ptas 15,000 which took place in June
1998. This reduction in connection charges was the result of CSD ceasing to bear responsibility for the
acquisition and installation of the subscriber’s satellite dish, transferring this responsibility to the subscriber
himself. The effect of this change of strategy on CSD’s financial results was to reduce the revenues of CSD from
the connection charge for each new subscriber, but at the same time to reduce CSD’s commercial expenses for
recruitment of the new subscriber, as CSD no longer bore the related cost. In 1997, revenues from subscribers for
CSD included Ptas 766 million in respect of monthly remal charges for decoders. In 1998, this item was
reclassified as other revenues.

Other revenues. Other operating revenues of CSD were Ptas 11,218 million in the year ended December 31,
1998, representing an increase of 91.9% over the other operating revenues of Ptas 5,845 million recorded in 1997.
This increase was principally auributable io revenues from the monthly decoder rental charge for CSD
subscribers, which were Ptas 4,704 million in 1998. The corresponding revenue of Ptas 766 million in 1997 had
been classified as subscriber revenues, as discussed above. Other increases included the transmission and
technical costs recharged by CSD to other Group companies and certain third parties, which were
Ptas 1,997 million in 1998 compared to Ptas 123 million in the previous year. These amounts are recharged
because CSD bears the full cost of rental of the transponders used to broadcast the channels of the entities which
pay the charge. Finally there was an increase in the payment made by Scgecable to CSD for new subscribers to
Canal+ Digital. See “~ General — Consolidation adjustments” above. These increases were partially offset by a
decrease in start-up costs capitalized in CSD, from Ptas 4,177 million in 1997 to Ptas 2,276 million in 1998. The
amounts capitalized, which relate principally 1o promotional costs, are depreciated over a period of 5 years.

Advertising revenues. Advertising revenues of CSD increased from Ptas 41 million in 1997 to
Ptas 129 million in 1998, principally as a result of the increased circulation of the magazine distributed to
CSD's subscribers.

Other Group companies

The aggregated operating revenues of other Group companies compnise: (i) subscriber revenues, which
represent amounts charged by Cable Antena to cable operators for the supply of programming (and which
represented 3.4% of operating revenues of other Group companies in 1998); and (ii) other revenues (96.6% of
operating revenues-in 1998). Other revenues include (2) revenues of Gestsport (29.8% of the other revenues of
other Group companies .in 1998), (b) revenues of CATSA (23.8%), (c) revenues of Sogerag (21.4%), (d)
revenues of Sogecine (11.6%) and (e) revenues of other companies, in particular the companies which produce
the Group’s Channels and Canal Club (and which in total represented 13.4% of other operating revenues of other
Group companies in 1998).

Total operating revenues of other Group companies in 1998 were Ptas 25,288 million, an increase of 2.4%
over the total operating revenues of Ptas 24,702 million recorded in 1997, mainly as a result of the increase in
sales by Cable Antena to cable operators.

Subscriber revenues. Totai operating revenues of other Group companies (namely Cable Antena) from
subscribers were Ptas 864 million in the year ended December 31, 1998, an increase of 44.8% from revenues of
Ptas 598 million recorded in 1997. These revenues comprise amounts charged to cable operators for the supply of
programming, and the increase in revenues from this source in 1998 is attributable to the additional agreements
reached by the Group with cable operators in 1998, and the increased quantity of programming supplied to them.

Other revenues. Other revenues of other Group companies were Ptas 24,424 million in the year ended
December 31, 1998, an increase of 1.3% from Ptas 24,104 million in the previous year. This variation reflects (i)
the first-time contribution to revenues of CIT, S.L. in 1998, of Ptas 2,468 million; (ii) an increase in the revenues
of Sogecine and Sogepaq from Ptas 5,831 million in 1997 to Ptas 8,057 million in 1998; and (iii) an increase in
the revenues of CATSA from Ptas 4,903 million in 1997 to Ptas 5,812 million in 1998. These increases were
largely offset by (i) the termination of the activities of Sogepaq Distribucion, S.A., (“Sogepaq Distribucidn™)
which had recorded other operating revenues of Ptas 3,041 million in 1997, and (ii) 2 decrease in the revenue of
Gestsport, from Ptas 9,226 million in 1997 to Ptas 7,287 million in 1998, principally as a result of Gestsport
transferring its contractual marketing rights of Real Madrid Club de Futbol from June 1998.
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Total operating expenses

The following table shows total operating expenses of the Group on a consolidated basis for 1997 and 1998,
with the breakdown of expenses between cost of programming rights, personnel cost, other operating expenses
and depreciation:

December 31, 1997 December 31, 1998 97 vs 98

Ptas Ptas

million % million % (%)
Programming rights. ....................... 32,122 326 42,181 338 313
Personnel .. ..o 9.634 9.8 11,096 9.4 15.2
Other operating expenses. .. ... ... . L. 43,843 44.5 44,228 ° 3756 © 0.9
Depreciation . . ... ovuuii i 12,817 13.0 20,214 17.2 37.7
Total operating expenses . . ...........c....... 98,416 100 117,719 100 19.6

The Group’s operating expenses include (i) cost of programming rights relating 10 the acquisition of
programming from external sources by Sogecable and by the Group companies carrying on production of the
Group’s Channels (which represented 35.8% of total operating expenses in 1998); (i1} other operating expenses,
which represented 37.6% of total costs in 1998, and which include (a) the costs of transmission (under
arrangements with Retevision, in the case of the analogue service, and under the arrangements for use of the
Astra satellite system in relation to CSD); (b) other programming costs such as author’s rights payments, dubbing
costs and technical services related to programming; (¢) commercial expenses including costs related to
marketing and distribution of the Group’s services and the recruitment and management of subscribers; and (d)
ecneral and administrative costs such as rent, maintenance costs, advertising commissions, travel costs and
advisory fees: (ii1) depreciation of the Group’s tangible assets (principally, decoders and related connection
cquipment for use by subscribers) and intangible assets (principally programming rights for library fitms) (which
altogether represented 17.2% of total operating expenses in 1958); and (iv) personnel costs, which represemed
S:4%.. ot 1ot expenses in 1998.

Tota) ope‘rating«expense; of the Group were Ptas 117,719 million in 1998, an increase of 19.6% compared.to:*

- Pras 9N.416 million in 1997. This increase was principally atiributable to- a significant increase in.subscriber
numbers, the launch of the Group’s Channels and the inclusion of third party programming within the content
oftersl by the Group. Within this total:

e i cov of programming rights increased by 31.3% from Ptas 32,122 million in 1997 to Ptas 42,181 million
in 14wx. This is the result principally of (i) the Group expanding its range of programming as a result of the
desciopment of CSD and launch of the Group’s Channels, and (ii) the increase in subscriber numbers, as a
rosult o7 the fact that, in relation to film rights (which is the largest element in the cost of programming rights
o1 the Group). payments are generally calculated on a per subscriber basis so that the increase in subscriber
numbners achieved by the Group in 1998 has led 1o corresponding increases in the payments due.

e .ot of personnel increased by 15.2% to Pras 11,096 million in 1998, compared to Ptas 9,634 million in
previous vears. This was attributable principally to an increase in the workforce necessitated by the
evpansien of CSD's operations, which included in particular an increase in the number of CATSA’s
emplosees. The average number of employees in 1998 was 1,230, compared to 1,079 in the previous year,
an moreuse of 13.8%. This increase in the number of employees was partially offset by a reduction in the
averaus cost per employee.

e other operating expenses increased by only 0.9% in 1998, 10 Pias 44,228 million, compared to
Pras 43,843 miilion in the previous year. This variation was attributable to increased commercial expenses of
Sogccable and CSD, offset by 2 reduction in transmission costs of Sogecable and CSD as a result of
cessation of the rental of analogue transponders on the Astra satellite system.

e the depreciation charge at the consolidated level increased by 57.7% from Ptas 12,817 million in 1957 to
Ptas 20.214 million in 1998. This increase was principally attributable to the investment made by the Group
during 1997 and in 1998 in decoders for the satellite digital service. Under the accounting policies adopted
by the Group unti] December 31, 1998 these decoders were depreciated over a 5 year period (compared to
the 7 year period which had been adopted for analogue decoders). See “— General - Presentation of financial
information™ above.




The following table shows the breakdown of operating expenses between programming rights; personnel
costs; other operating expenses and depreciation for, respectively, Sogecable, CSD and the other Group
companies, together with the applicable consolidation adjustments. .

December 31, 1597 December 31, 1998 97 vs 98
Ptas Ptas
million % million % (%)
Sogecable )
Programming rights. . ...................... 23,231 40.5 33,749 49.9 453
Personnel ... ... ... e 5,711 10.0 6.001 8.9 5.1
Other operating expenses. .. ................. 22,694 39.5 21,816 322 (.9
Transmission. . .....c.ovveiinninennnn.. 4,172 7.3 4,331 6.4 3.8
Other programming expenses. .. ............ 3,055 8.8 4,933 73 . (24
Commercial expenses ..............o..... 7,476 13.0 6,491 9.6 (13.2)
G&A. e 5,891 10.4 6,061 9.0 1.2
Depreciation . . ......cooviiiiieiie .. 5,756 10.0 6,116 9.0 - 6.3
Total operating eXpenses. ... ......oveenen.n. 57,392 100 67.682 100 .. 179
CSD ST
Programming rights. . ..... ... .. ... ... ...... 8,229 23.0 29,880 44.3 > . 263.1
Personnel ............. ... ... ... 985 2.8 1,386 2.0 407
Other operating exXpenses. .. .. .....c.......u.. 24,429 68.3 27,745 41.2500 0 136
Transmission. . . ...ttt 4,839 13.6 3,335 4.9 I+ (31.9)
Other programming expenses. .. ............ 2,759 7.7 1,994 3.0 s (271
Commercial expenses .................... 14,233 39.9 19,374 28.8 ... 359
G&A. . e 2,558 7.0 3,042 4370 19.2
Depreciation . ............c i, 2,147 6.0 8,368 12.4:: . 289.8
Total Operating eXpenses .. .. ................ 35,789 100 67378 1005 883
 Gther Group companies o ' o RIS
Programming rights. .. ... .. PP e L. 11,657 0 416 9,902 358w +(15.1)
Personnel ...................... ol . 2,938 10.5 3710 " 130 s 263
Other operating expenses. . . . ................ 8.424 30.1 3817 31.2000 47
Depreciation .. .. oo i e 5,000 17.8 3,818 206 .. 16.4
Total operating eXpenses..........c.ocovuuen 28,019 100 28,247 100 0.8
Consolidation adjustments
Programming rights. . ...........c...vuuoa.. (10.996) 48.3  (31350) 68.8 185.1
Personnel .. ... ... .. i 0 .0 0 0 G
Other operating exXpenses. . ... ............... (11,704) 514 (14,150) 31.0 20.9
Depreciation . . ... ... ve it e (86) 0.3 (89} 0.2 3.3
Total operating eXpenses...........c........ (22,786) 100 (45.389) 100 100.1
Consolidated
Programming rights. ...... ... .............. 32,122 32.6 42,181 33.8 31.3
Personnel .......... ... ... ... ... ... ... 9.634 9.8 11,096 9.4 15.2
Other operating expenses. . . ................. 43,843 44.5 44,228 37.6 0.9
Depreciation .. ......... .o ... 12,817 13.0 20,214 17.2 57.7
Total operating expenses. .. ................. 68,416 100 117,719 100 19.6
Sogecable

Sogecable’s total operating expenses in the vear ended December 31, 1998 increased by 17.9% to
Ptas 67,682 million, compared to Ptas 57,392 million in 1997. The main element in this increase was the rise of
45.3% in the cost of programming rights, which in 1998 amounted to Ptas 33,749 million compared to
Ptas 23,231 million in 1997. This increase was principally antributable to increased payments for rights to films
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and Third Party Channels (Ptas 19,185 million in 1998 compared to Ptas 11,006 million in 1997), both as a resuit
of Sogecable acquiring more material to fulfill the programming needs of the Group’s Channels and CSD, in
addition to Canal+, and as a result of the fact that programming charges for films and Third Party Channels are
generally related to numbers of subscribers, which have increased at Group level. In addition, there was an
increase in the cost of rights to sports events, from Ptas 9,465 million in 1997 to Ptas 10,763 million in 1998. This
was in part atiributable to the entry into force of the new contract relating to Spanish football from September
1998.

Personnel costs in Sogecable increased by 5.1% from Ptas 5,711 million in 1997 to Ptas 6,001 million in
1998. Average personnel numbers increased by 2.6% from 744 in 1997 10 763 in 1998. The average cost per
employee increased in line with inflation.

Other operating costs in Sogecable declined by 3.9% from Ptas 22,694 million in 1997 to Ptas 2} .816 million
in 1998. Within this category of other operating costs:

e transmission charges increased by 3.8% from Ptas 4,172 million to Ptas 4,331 million. Sogecable pays
transmission charges for the broadcast of its analogue service to Retevision, whose charges for this service
are fixed by an independent regulator. See “Business — Canal+ - Transmission and Technology”. Sogecable
also makes a payment to CSD in respect of the transmission costs incurred by CSD in broadcasting Canal+
Digital through the Astra satellite system. The increase in transmission charges was principally attributable
to an increase in the costs charged by CSD to Sogecable for transmission of Canal+ Digital, offset to a
certain extent by a reduction in the charges payable to Retevision for transmission of the analogue service.

e  other programming expenses of Sogecable fell by 2.4% from Ptas 5.055 million in 1997 to Ptas 4,933 million
in 1998, principally because in 1998 Sogecable transferred production of certain of the Group’s Channels
previously undertaken by it to CIT, S.L. and its subsidiaries.

e commercial expenses of Sogecable fell by 13.2% from Ptas 7,476 million in 1997 to Ptas 6,491 million in
1998. This reduction in costs is principally the consequence of (i) reduced subscriber management expenses
as a result of the decline in the number of analogue subscribers in 1998 and (ii) lower aggregate commission
expense as a result of the decline in the number of new analogue subscribers in 1998.

e general and administrative costs in Sogecable increased by 1.2% from Ptas 5,991 mllhon in 1997 two

Pras 6,061 million in 1998, principally reflecting inflationary effects.

The depreciation charge in Sogecable increased by 6.3% from Pas 35,756 million in 1997 tw
Pras 6,116 million in 1998. The increase was principally attributable to additional acquisitions of audiovisual
rights, resulting in a higher depreciation charge, although this was offset in part by 2 reduced depreciation charge
in relation to decoders and related equipment, as a result of Sogecable not acquiring new decoders for the
analogue service.

CSD

CSD’s total operating expenses in the year ended December 31, 1998 increased by 88.3% to
Ptas 67,378 million, compared to Ptas 35,78% million in 1997.

The main increase in this total was in respect of the cost of programming rights, which increased by 263.1%
to Ptas 29,880 million in 1998 compared to Ptas 8,229 million in 1997. These charges principally relate to intra-
group transactions, since most of CSD’s programming is acquired from other Group companies. The increase was’
attributable to two principal factors: (1) the inclusion within CSD’s programming offered to subscribers of the
Group’s Channels and additional Third Party Channels, and (ii) a significant increase in the number of
subscribers which, as explained in relation to Sogecable above, gives rise to increased programming costs. These
factors are reflected in (i) the increased amounts payable by CSD for the Canal+ Digital programming
(Ptas 14,809 million in 1998, compared to Ptas 2,436 million in 1997), (ii) increased expenses in respect of PPV,
which rose from Ptas 1,154 million in 1997 to Ptas 6,860 million in 1998 (and which include both the annual
amortization, over a period of 5 vears, of the payment of Ptas 15,000 million made in 1997 to acquire exclusive
PPV rights to Spanish football, and the payment made by CSD to AVS of 91% of PPV revenues from footbal! and
the cost associated with PPV movie sales) and (iii) increased costs in supplying programming for CSD’s Basic
package, which rose from Ptas 1,187 million in 1997 to Ptas 5,636 mitlion in 1998.

Personnel expenses of CSD increased by 40.7% to Ptas {,386 million in 1998, compared to Ptas 985 million
in 1997. Average fixed employee numbers of CSD were 125 in 1997, increasing by 64% to 205 in 1998. This
increase in numbers was offset in part by a reduction in the average cost per employee.
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Other operating expenses of CSD increased by 13.6% to Ptas 27,429 million in 1998, compared to
Ptas 24,429 million in the previous year. This increase derived principally from the increase in commercial
expenses, which more than offset the decreases in transmission charges and other programiming expenses, as
described below. Within this category of other operating expenses:

e trensmission charges reduced by 31.4% to Ptas 3,335 million in 1998 compared to Ptas 4,859 million in
1997. This was principally due to the fact that until the end of 1997, when the relevant rental agreement was
terminated, CSD was paying for analogue transponders previously used in the satellite analogue
broadcasting of Canal+.

e other programming expenses fell by 22.7% from Ptas 2,759 million in 1997 to Ptas 1,994 million in 1998.
This was principally the resuit of CSD transferring to CIT, S.L. in July 1998 the responsibility for production
of certain of the Group’s Channels.

e  commercial expenses increased by 35.9% to Ptas 19,374 million in 1998, compared to Ptas 14,253 million in
1997. The costs of recruitment of subscribers increased from Ptas 12,663 million to Ptas 15,798 million as a
result of (i) an increase in the costs of installation and materials, due to the significant increase in new
subscriptions and notwithstanding the change of policy in relation to installation, described above, which
took effect in June 1998; (ii) an increase in the payments which CSD makes to Sogecable in respect of all
new subscribers to Canal+ Digital. These increases were partially offset by a reduction in amounts paid to
installers (in consequence of the change of installation policy referred to above). There was a small increase
in the cost of subscriber management, from Ptas 3,375 million in 1997 to Ptas 3,860 million in 1998, due to
an increase in the production costs of CSD’s magazine.

e  general and administrative costs in CSD increased by 19.2% in 1998 to Ptas 3,042 million, compared to
Ptas 2,558 million in 1997, Within this line item, an increase of Ptas 309 million was recorded in relation to
information technology costs.

Depreciation charges in CSD increased by 289.8% from Ptas 2,147 million in 1997 to Ptas 8,368 million in
1998, as a result of the significant investment by CSD in the acquisition of digital decoders to .meet the
requirements of new subscribers. :

Other Group companies ’ ¢

Operating expenses of other Group companies increased by 0.8% to Ptas 28,247 million in 1998, compared
to Ptas 28,019 million in 1997. Within this total the cost of programming rights fell by 15.1% to Ptas 9,902 million
in 1998 compared to Ptas 11,657 million in the previous year. The main element in cost of programming rights
for other Group companies is the cost of rights to sports events acquired by Gestsport. This cost for Gestsport
declined from Ptas 8,636 million in 1597 to Ptas 6,303 million in 1998, principally as a result of the sale by
Gestspornt of its rights to marketing of Real Madrid Club de Futbol. and the consequent termination of that
activity by Gestsport. In addition, Sogepag Distribucién recorded cost of programming rights of Ptas 1,851
million in 1997. In 1998, the corresponding business was carried on by Wamer Sogefilms, an economic interest
grouping whose results are imputed directly to Sogecable. These decreases were offset in part by programming
costs in CIT, S.L., Cinemania and Sogecable Fitbol which were recorded for the first time in 1998, and amounted
to Ptas 2,496 million.

Personnel expenses of other Group companies increased by 26.3% to Ptas 3,710 million in 1998 compared
to Ptas 2,938 million in 1997. This increase was principally attributable to increased employee numbers in
CATSA (average emplovees were 138 in 1998 compared to 97 in 1997), reflecting the increased demand for that
company's services as a result of the growing subscriber base of the Group.

Other aperating expenses of other Group comparies increased by 4.7% to Ptas 8,817 million in 1998,
compared to Ptas 8,424 million in 1997. This increase was principally attributable to an increase in operating
expenses in Sogepaq (from Ptas 1,928 million in 1997 to Ptas 3,009 million in 1998), and in the development of
the activity of CIT, S.L. and its subsidiaries, which together recorded other operating expenses of Ptas 1,487
million in 1998 with no significant corresponding item recorded in 1997. This increase was largely offset by a
decrease in other operating expenses of Gestsport, from Ptas 2,062 million in 1997 to Ptas 1,510 million in 1998,
and a decrease in the costs of Canal Club from Ptas 1,466 million in 1997 to Ptas 7835 million in 1998.

Depreciation charges in other Group companies increased by 16.4% from Ptas 5,000 million in 1997 to Ptas
5,218 million in 1998. This refiects principally the increased levels of activity of Sogecine and Sogepaq in 1998.
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Consolidation adjustments

Payment by CSD for Canal+ Digital. This consolidation adjustment was Ptas 14,804 million in 1998,
compared to Ptas 2,436 million in 1997. The increase was attributable to a significant increase in the number of
subscribers taking the Canal+ Digital service in 1998.

Sale of other programming rights. This adjustment was Ptas 16,546 million in 1998, compared to Ptas 8,560
million in 1997. The increase reflects the increased level of intra-group transfer of programming rights in 1998, as
a result of the establishment and development of the Group’s Channels, and the launch of new channels within
CSD.

Services provided. This adjustment was Ptas 10,412 million in 1998, compared to Ptas 8,190 million in
1997. The increase was principally attributable to the increase in revenues of Sogecable from services provided to
subsidiaries producing the Group’s Channels, which was Ptas 2,383 in 1998 with no corresponding adjustment in
1997, and to the increase in services provided by CATSA to CSD, which generated revenues for CATSA of Ptas
2,816 million in 1998 compared to Ptas 2,340 million in 1997.

Migration fee. The net migration fee payable by CSD to Sogecable was Ptas 3,738 million in 1998,
compared to Ptas 3,513 million in 1997. This reflects the increased number of subscribers migrating from the
analogue service to CSD.

Operating income {loss)

The Group recorded a consolidated operating loss of Ptas 13,863 million in 1698, an increase of 36.7% over
the loss of Ptas 10,144 million recorded in the previous year. Although total operating revenues increased by
17.7% in 1998 compared to 1997, operating expenses increased by 19.7%. The Group’s operating margin was
negative 13.3% in 1998, compared to negative 11.5% in 1997, due principally to the impact of fixed costs
incurred in connection with the launch of CSD. See “General — Launch of CSD” above.

Below is a discussion of operating margin for Sogecable, CSD and the other group companies respectively
in 1997 and 1998. Operating margin is operanng income (loss) expressed as a percentage of total operating
revenues. ,

o  Sogecable: operating margin was 15.0% in 1998, compared 10 18.9% in 1997 principally as a result of the -

increased cost to Sogecable of procrammmg rights and the fact that, in respect of Canal+ subscribers who
migrate from the analogue to the digital service, the monthly payment received by Sogecable is only 86.5%
of the monthly payment from an analogue subscriber.

e  CSD: operating margin was negative 51.5% in 1998, compared to negative 130.8% in 1997. Although
remaining negative, the improvement in margin performance reflects the significant increase in the number
of subscribers to CSD which were 599,350 at December 31, 1998 compared to 260,168 at December 31,
1997,

e  Other Group companies: operating margin of other Group companies also continued negative, although with
a slight improvement to negative 11.7% in 1998 from negative 13.4% in 1997.

Financial income (expense)

Financial income (expense)-net comprises the aggregate of financial income, financial expense and
movement in foreign exchange differences. Net financial expense in 1998 was Ptas 3,439 million compared 10 a
net financial income of Ptas 218 million in 1997.

Financial income of the Group fell from Ptas 2,364 million in 1597 to Ptas 1,296 million in 1998, due
principally to the sale of certain investment funds in 1997.

Financial expense increased by 152.6% from Pras 1,907 million in 1997 to Ptas 4,886 million in 1998. The
principal reason for this change was the increased financial expense resulting from a Ptas 60,000 million
syndicated loan entered into by CSD in February 1998. See “Liquidity and capital resources” below. This loan
was taken to finance the expenditure of CSD on the roll-out of its activities.

Income (loss) from associates

The Group’s shares of losses from associates was Ptas 3,824 million in 1998, compared to Ptas 310 million
in 1997. In both years substantially all the relevant loss arose from the Group’s investment in AVS, the company
which holds the television rights to Spanish league football maiches. See “Business - Acquisition and
management of rights to sports events” and “— General — Presentation of financial information — Equity method”.
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Management attributes AVS’s losses in these two years to the fact that, in its start-up phase, it did not record
significant revenues in thar pericd.

Goodwill amortization

Goodwill amortization was Ptas 239 million in 1998, an increase of 28.5% over the corresponding figure of
Ptas 186 million in 1997. The increase in 1998 was auributable to Sogecable’s acquisition from a minority
shareholder in November of that vear of a further 2.5% in CSD (accordingly the full effect of the increased
amortization resulting from this acquisition will be seen in 1999 and subsequent vears).

Income (loss) before extraordinary items

The Group recorded a consolidated loss before extraordinary items of Ptas 21,365 million in 1998; an
increase of 104.6% over the corresponding loss before extraordinary items of Ptas 10,422 million recorded in
1997. This increased loss was artributable principally to the increase in operating loss, financial expense and loss
from associates.

Extraordinary incone

Net extraordinary income was Ptas 324 million in 1997. This comprised extraordinary income of Ptas 1,014
million and extraordinary expense of Ptas 690 million. No single significant item of income or loss was recorded
within these totals.

In 1998 net extracrdinary income was Pras 3,566 million. This reflected extraordinary income of Ptas 6,165
million and extraordinary expenses of Ptas 2,598 million. Both items related principally to the disposal by
Gestsport of its rights under a contract relating to marketing of Read Madrid Club de Fitbol, giving rise both to a
gain on the disposal which was recorded as extraordinary income and to certain extraordinary expenses.

Income 1ax

The Group has elected 10 be taxed on a consolidated basis. In view of the losses recorded in 1997 and 1998
the Group has decided to capitalize tax losses, resulting in a credit to the profit and loss account of Ptas 9,041
million in 1997 and Ptas 12,848 million in 1998. See “~ General - Presentation of financial information” above.

PR

Minority i‘nt»qres.tjs ‘ .
Losses attributable to minority interests were Ptas 1,354 million in 1997 and Ptas 1,294 million in 1998.
These related almost entirely to the minority interests in CSD. : !

Net income (loss}

Net income attributable to the parent company was Pras 296 million in 1997. In 1998, in the light of the
factors discussed above, a net loss of Ptas 3,656 million was recorded.

Years ended December 31, 1996 and 1997

As noted under “General — Launch of CSD” above. the comparison of results of operations of the Group in
1996 and 1997 must be made tzking into account the effect of the launch of CSD in 1997, and the fact that the
business carried on by CSD in 1996, which has since been discontinued was not related to its current digital
satellite activity.

Total operating revenues

The following tabie shows consolidated revenues of the Group for 1996 and 1997, with the breakdown of
revenues between payments for subscribers, advertising revenues and other revenues:

December 31, 1996 December 31, 1997 96 vs 97
Ptas mitlion % Ptas million % (%)
Subseribers .. ... ... 38.043 77.6 66,143 74.9 14.0
Advertising. . ............. ..., 3,183 4.3 3,669 4.2 153
Other ... ... i 13,571 18.1 " 18,460 209 36.0
Towl. ... oo 74,7197 100 88,272 100 18.0

Total operating revenues of the Group in the year ended December 31, 1997 were Ptas 88,272 million, an
increase of 18.0% over the total operating revenue of Ptas 74,797 million recorded in 1997. This increase was




principally attributable to an increase in subscriber revenues of 14.0% to Ptas 66,143 million in 1997 compared to
Pras 58,043 million in the previous year. This reflected the continued growth in subscriber numbers of the Group.
See “Sogecable” and “CSD” below. Other operating revenues increased by 36.0% to Ptas 18,460 million in 1997
compared to Ptas 13,571 million in 1996, largely due to the capitalization of start-up costs in CSD amounting to
Ptas 4,177 million in 1997. See the discussion of “Other operating revenues” in relation to Sogecable, CSD and
the other Group companies below. Advertising revenues grew by 15.3% to Ptas 3,669 million in 1997 compared
to Ptas 3,183 million in 1996, principally as a result of increased advertising carried by Canal+.

The following table shows the breakdown of revenues between subscriber payments, advertising and other
revenues for, respectively, Sogecable, CSD and the other Group companies. It also shows the consolidation
adjustments applicable and the resulting breakdown of operating revenues at the consolidated level between
subscriber payments, advertising, and other revenues.

December 31, 1996 December 31, 1997 T 9% vs 97
Ptas million % Ptas million % (%)
Segecable
Subscribers.................... 58.043 91.1 58,360 82.5 0.3
Advertising.................... 3,183 5.0 3,628 5.1 13.9
Other . ... ittt 2,470 3.9 8,774 124 255.2
Total. .o 63,696 160 70,762 100 - 11.0
CSD '
Subseribers.................... 0 ¢ 9,621 62.0 —
Advertising.................... 0 0 41 0.3 —_
Other ... ..iiiiiiiieeee 1,630 100 5,845 377 . 2585
Towal. ... 1,630 100 15,507 100 - - 8513
Other Group companies ’ e ' S .
Subscribers........... [ 0 0 598 24 5L —
Advertising.......... T e 0 0 0 e —
Other ................. S 18,014 100 24,104 976 * .. 338
Total, .. ... 18,014 100 24,702 160 . 37.1
Consolidation adjustments .
Subseribers. ... .o — — (2,436) 10.7 —
Advertising.................... — — — — -
Other ........iviiiinnnnnn.. (8,543) 100 (20,263) 89.3 137.2
0 (8.543) 100 (22,700) 100 165.7
Consolidated
Subscribers . ........ o .. 58,043 77.6 66,143 74.9 14.0
Advertising. ...........covvnn.. 3,183 4.3 3,669 4.2 15.3
Other .. ... .. i 13,571 18.1 18,460 20.9 36.0
Total.. ... ... . 74,797 100 88,272 100 18.0
Sogecable

Sogecable’s total operating revenues increased by 11.0% in 1997 1o Ptas 70,762, compared to Ptas 63,696 in
1996, This increase came principally from other operating revenues which increased by 235.2% to Pras 8,774
million in 1997 from Ptas 2,470 million in 1996. This increase derived mainly from intra-group transactions,
namely the sale of programming and provision of other services to CSD, which commenced in 1997 as a result of
the launch of CSD in January 1997 and which amounts to Ptas 4.780 million in that year and receipt of migration
fees (Ptas 3,514 million in 1997, with no corresponding amount in 1596).




Subscriber revenues of Sogecable were almost unchanged in 1997 relative to 1996, increasing by 0.5% from
Ptas 58,043 million in 1996 to Ptas $8,360 million in 1997. Subscriber revenues in Sogecable were affected in
1997 by the loss of revenue from subscribers to the analogue satellite service (Ptas 1,226 million in 1996) which
was transferred to CSD in 1997. This was offset by the inclusion of revenues from the sale of Canal+ Digital
through CSD, which amounted to Ptas 2,436 million in 1997. In addition, as a result of changes in the value
added tax rate applicable to some subscriber payments in 1997, Sogecable absorbed a part of the increased tax
rather than increase prices.

Advertising revenues of Sogecable in 1997 increased by 13.9% to Pras 3,628 million, compared to Ptas
3,182 million in 1996, in consequence of an increase in the amount of advertising space sold in Canal+.

CsD —

The year ended December 31, 1997 was the first vear of operations for CSD and therefore comparisons with
1996 are not meaningful. CSD recorded total operating revenue of Ptas 15,507 in 1997.

In 1996 CSD recorded other operating revenues of Ptas 1,630 muillion, which represented revenues in
connection with the previous activities of CSD in relation to the provision of services 1o cable operators, which
were discontinued in 1997,

Other Group companies

Orther Group companies recorded total operating revenues of Ptas 24,702 million in 1997, an increase of
37.1%: compared to Ptas 18.014 million in 1996.

Toal subscriber revenues of other Group companies were Ptas 598 million in 1997. No revenues were
recorded under this line item in 1996, as the Group’s operation of selling programming 1o cable operators did not
commence until 1997,

Other operating revenues of other Group companies increased by 33.8% to Ptas 24,104 million in 1997,
compured 1o Ptas 18,014 million in 1996. Although a substantial part of this line item relates to.intra-group
transactions tespecially in velation to CATSA) there were increases in the level of external activity by Gestsport
and Cunal Club. and also a first time contribution from Sogecine. Other operating revenues of Gestsport increased
from Pis 6,502 million to Ptas 9,226 million, of CATSA from Ptas 2,593 to Ptas 4,903 million and Canal Club
from Pia~ S3X million to Ptas 9335 million. The contribution to revenues of Sogepaq declined, however, as a result
of redused sales 1o other television operators in 1997, from Pras 4,203 million in 1996 to Ptas 3,580 million in
1997

Total operating expenses

Tho toliowing rable shows total operating expenses of the Group on a consolidated basis in 1996 and 1997:

December 31, 1996 December 31, 1997 96 vs 97
Ptas million % Ptas million % (%)
Programeung nghis. ool 22,407 339 32,122 326 434
Personaci . L o 6,683 10.1 9,634 9.8 442
Othe: cperating expenses. . ..... ... 29,185 44.] 43,843 44.6 50.2
Depreciation .o oo 7.895 119 12,817 13.0 62.3
Totl vperating expenses . . v ... v .. 66,170 100 98,416 100 48.7

Towl operating expenses of the Group were Pras 98,416 million in 1997, an increase of 48.7% compared to
total eperating expenses of Ptas 66,170 million recorded in 1996, which was attributable principally to the
expansion of the Group’s activities by the launch of CSD. Within this total:

e 1the cost of programming rights increased by 43.4% to Ptas 32,122 million in 1997 compared to Ptas 22,407
million in 1996. This increase was principally attributable to the Jaunch of CSD necessitating an increased
quantity of programming for the Group and also continued growth in the Group’s subscriber numbers
resulting in higher payments being due in the case of film rights.

e  personnel costs rose by 44.2% to Ptas 9,634 million in 1997 compared to Ptas 6,683 million in 1996,
principally as a result of new personnel being hired in connection with the launch of CSD, both in CSD itself
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and in Sogecable and CATSA. Average personnel numbers of the Group were 1,079 in 1997, compared to
737 in 1996.

e  other operating expenses increased by 50.2% to Ptas 43,843 million in 1997, compared to Ptas 29,185
million in the previous year. This was principally attributable to the launch of CSD, necessitating additional
expenditure on transmission, marketing and commissions to distributors.

e  the depreciation charge at the consolidated level increased by 62.3% to Ptas 12,817 million in 1997
compared to Ptas 7,893 million in 1996, reflecting principally the increased investment by the Group in
decoders for the digital operation.

The foliowing table shows the breakdown of operating expenses between programming rights; personne!
costs; other operating expenses and depreciation for, respectively, Sogecable, CSD and other Group companies,
together with the applicable consolidation adjustments:

December 31, 1996 December 31, 1997 96 vs 97
Pras million % Ptas million % (%)
Sogecable
Programming rights. . .. .. .. ... ..., ... 20,466 36.9 23.231 40.5 13.5
Personmmel .. ... ....... ... ... . ...... 4,848 &7 ST i0.0 17.7
Other operating expenses . . ... .......... 24,989 4350 22.694 39.5 [CA)]
Transmission . .. ......... .. ... 6,575 11.9 - 4172 7.3 (36.5)
Other programming expenses. . . .. ... ... 4,329 7.8 5.055 8.¥ : 16.7
Commercial expenses. . . .. ........ ... 8.809 159 7,476 13.0 (15.1)
G&A .. o 5,276 3.5 5991 10.4 . 135
Depreciation . .. ... ... .......... ..., 5,172 9.3 5.756 100 .. 11.3
Totbeosts .. ... 55475 100 57.392 100 s 3.5
CSD ] ) By )
Programming nghts ......... LT ~ 1.283 63.8 To8229 | 230 5404
Personnel . . . . .. R 221 Tz ovoess e T 280 365.7 .
Other operating expenses ; 376 P93 24429 & 68.2 - 6.384.6
Transmission . ............. ... - - 4859 13.6 : -
Other programuming expenses. . . . . ... ... - - 2,759 7.7 N
Commercial expenses. . . .. ... ........ — - 14,253 399 : —
G&A .. e - — 2,558 7.0 B —
Depreciation . ... ... ... .. ... 69 3.5 2,147 6.0 3.0116
Totalcosts . . ..o i s 1,951 100 35789 100 1.731.0
Other Group companies .
Progremming rights. . ... ........... L 6,226 36.0 11.657 41.7 87.2
Personnel .. . . ... ... ... 1,613 9.3 2,938 10.5 82.1
Other cperating expensés. . .. .. ...... ... 6,793 39.3 8,424 30.3 24.0
Depreciation . . ... ....vivit . 2.654 734 5,000 17.6 884
Totaleosts .. ... 17,286 100 (28.019) 100 619
Consolidation adjustments
Programming rights. . . . ... ............ (5,570 63.2 (10,996) 48.3 97.4
Personnel . . . ....... ... ... 0 0 0 0 0
Other operating expenses. . ... .......... (2,973) 34.8 {11.704) 51.4 2937
Depreciation . ... ......... .. ... .... 0 ¢} (86) 0.3 —
Total . . ... (8,343) 100 (22.786) 100 165.7
Consolidated
Programming rights. ... ............... 22,407 339 32122 32.6 43.4
Persommel ... . ..o 6,683 10.1 9,634 2.8 M2
Other operating expenses. . . . ... ........ 29,185 44.7 43,843 44.5 50.2
Depreciation . . ... ... . ... ... 7.895 119 12817 13.0 62.3
Total operating expenses . . . . ........... 66,170 100 98416 100 48.7
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Sogecable

Sogecable’s total operating expenses increased by 3.5% to Ptas 57,392 in 1997, compared to Ptas 55,475
million in 1996. Although Sogecable recorded increases of 13.5%, 17.7% and 11.3% in cost of programming
rights, personnel expenses and depreciation, respectively, in 1997, these increases were to a large extent offset by
a reduction in other operating expenses of 9.1%

The increase in cost of programming rights to Ptas 23,231 million in 1997, from Ptas 20,466 million in 1996
was principally attributable to increased spending on rights for films and Third Party Channels as a result of a
series of new contracts entered into by Sogecable with the Majors. Expenditure on such rights by Sogecable was
Ptas 11,007 million in 1997, compared to Ptas 7.762 in 1996. This increase was partially offset by 2 reduction in
Sogecable’s spending on rights to-Spanish football which decreased slightly to Ptas 5,246 million in 1997 -
compared to Ptas 6,094 million in 1996, as a result of a timing adjustment connected with termination of the
contractual arrangements superseded in 1997.

Personnel costs rose by 17.7% to Pias 5,711 million in 1997 from Ptas 4,848 million in 1996. Average
personnel numbers in Sogecable were 744 in 1997.compared to 634 in 1996. The proportion of senior
management in Sogecable also increased in 1997 as a result of internal reorganization. Overall, salary increases
were in line with inflation.

Other operating costs in Sogecable fell 1o Ptas 22,694 million in 1997 from Ptas 24,989 million in 1996.
Within this category of other operating costs:

e  transmission charges fell 36.5% to Ptas 4,172 million in 1997 from Ptas 6,575 million in 1996, This resulted
principally from Sogecable transferring to CSD responsibility for the transmission capacity on the Astra
satellite which had been used for the satellite analogue broadcasting of Canal+ and which resulted in a
saving of Ptas 2,562 million.

e  other programming expenses increased by 16.7% to Ptas 5,055 million in 1997 from Ptas 4,329 million in
1996 as a result of costs associated with the development of the Group’s Channels, some of which were
produced by Sogecable itself in 1997.

e  commercial expenses fell by 15.1% 1o Ptas 7,476 million in 1997 from Ptas 8,809 million in 1996 as a result-
of less publicity for the Canal+ analogue service in 1997 (during the launch of CSD) and lower subscriber
management costs. ' ‘

e  general and administrative costs in Sogecable increased by 13.5% to Ptas 5,991 million in 1997 from Ptas
5,276 million in 1996, principally as a result of increased advisory costs.

The depreciation charge in Sogecable was Ptas 5,756 million in 1997, an increase of 11.3% over Ptas 5,172
million recorded in 1996. The increase was attributable to (i) additions to the audiovisual library rights held by
Sogecable; and (ii) depreciation being recorded in 1997 in respect of start-up expenses related 10 the Cinemania
and Sportmania channels, which in that year were part of Sogecable.

CSD

CSD commenced broadcasting in January 1997. The expenses recorded in 1996 therefore relate to the period
before start-up of CSD’s operations, and accordingly comparison between 1996 and 1997 is not meaningful.

CSD’s total operating expenses in 1997 were Ptas 35,789 million. CSD recorded total operating expenses of
Ptas 1,951 million in 1996, comprising Ptas 1,283 million in relation to cost of programming rights, Ptas 221
million in persennel costs, Ptas 376 million in other expenses and Ptas 69 million in depreciation. All these costs
were incurred as a result of CSD developing various services to be provided to cable operators.

Other Group companies

Operating expenses of other Group companies increased by 61.9% to Ptas 28,019 million in 1997 compared
to Ptas 17,286 million in 1996. Within total operating expenses the cost of programming rights increased by
87.2% to Ptas 11,657 million, compared to Ptas 6,226 million in the previous year. The principal element in this
increase was additional cost of programming for Gestsport, which increased from Ptas 4,287 million in 1996 to
Ptas 8,636 million in 1997. This increase was attributable to (i) the fact that 1997 was the first full year of
operation of Gestsport’s contract for the marketing rights of Real Madrid Club de Futbol; (ii) increased screening
of pre-season friendly football matches; and (iii) an increased level of purchasing of rights to sports events by
Gestsport for Sogecable and other channels.
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Personnel expenses of other Group companies increased by 82.1% te Ptas 2,938 million in 1997 from
Ptas 1,613 million in 1996, principally as a result of increased personnel costs in CATSA (Pras 2,067 million in
1997, compared to Ptas 1,084 million in 1996), a consequence of 2 significant increase in the number of call-
center operators employed by CATSA.

Other operating expenses in other Group companies increased by 24.0% to Ptas 8,472 million in 1997
compared to Ptas 6,793 million in 1996. The principal increases in other expenses were recorded by Gestsport
(Ptas 2,109 million in 1997 compared to Ptas 904 million in 1596), CATSA (Ptas 1,902 million in 1997 compared
to Ptas 1,184 million in 1996). These increases were offset partially by a reduction in other expenses of Sogepaq,
from Ptas 2,319 million in 1996 to Ptas 1,928 million in 1997.

" The depreciation charge in other Group companies was Ptas 2,654 million in 1996, increasing by 88.4% to
Ptas 5,000 million in 1997. This was principally attributable to 1997 being the first full year in whxch Sogecine
was consolidated in the Group’s resuits.

Consolidation adjustments

Payment by CSD for Canel+ Digiral. This adjustment was Ptas 2,436 million in 1997. There was no
corresponding adjustment in 1996.

Sale of other programming rights. This adjustment was Ptas 5,570 million in 1996, substantially all of which
was attributable to the acquisition of rights by Sogecable from Gestsport (Ptas 4,259 million). The increase in this
item to Ptas 8,560 million in 1997 reflects the first-time inclusion of the payment by CSD for programming
acquired from Sogecable other than Canal+ Digital, which was Ptas 1,718 million in 1997, and an increase in the
payments by Sogecable to Gestsport to Ptas 5,422 million in 1997. g

Services provided. This adjustment was Ptas 2,972 million in 1996, the largest single item being the payment
by Sogecable for services from CATSA (Ptas 1,797 million). In 1997 this adjustment was Ptas 8,190 million, the -
increase reflecting services provided to CSD by Sogecable and CATSA (which were Ptas 1,615 million and Pias
2,340 million, respectively).

*“Migration fee. This adjustment was Ptas 3,513 million in 1997. There was no correspanding amount in 1996.

Operating profit (loss)

The Group recorded a consolidated operating profit of Ptas 8,627 million in 1996. In 1997, as a result of the
additional expenses related to the launch of CSD described above, the Group recorded a consolidated operating
loss of Ptas 10,144 million. The Group’s operating margin in 1996 was 11.5% in 1996. Operating margin in 1997
was negative 11.5%.

Set out below are the operating margins for Sogecable and other Group companies in 1996 and 1997.
Comparison of operating margin for CSD between these two years would not be meaningful and is not included.

e  Sogecable: operating margin was 12.9% in 1996, improving to 18.9% in 1997, principally as a result of the
increase in other revenues described above;

e  other Group companies: operating margin was 4.0% in 1996, declining to negative 13.6% in 1997. The
increase in revenues was more than offset by increased expenses, particularly in relation to programming
rights.

Financial income (expense)

Net financial expense was Ptas 449 million in 1996, compared to net financial income of Ptas 218 million in
1997. In 1996, financial income of the Group was Ptas 712 million and financial expense was Ptas 1,230 million.
In the following year, as described above, the Group recorded financial income of Ptas 2,364 million and financial
expense of Ptas 1,907 million. The increased financial income in 1997 was attributable principally to the
liquidation of interests in certain investmen: funds in that year. The increase in financial expense reflect increased
borrowing levels attributable to the launch of CSD.

Income (loss) from associates

No income or loss from associates was recorded in 1996. In 1997, as described above, the Group's share of
loss from associates was Ptas 310 million, incurred in respect of AVS.
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Goodwill amortization

Goodwill amortization increased by 238.2% from Ptas 55 million in 1996 to Ptas 186 million in 1997. This
increase was principally attributable to the acquisition of interests in Cable Antena and Warner Lusomundo
during 1997.

Income (loss) before extraordinary items

The Group recorded income before extraordinary items of Ptas 8,123 million in 1996. As a result of the
operating loss incurred in 1997, 2 loss before extraordinary items of Ptas 10,422 million was recorded in that
year.

Extraordinary income

Net extraordinary income of Ptas 567 million was recorded in 1996. This comprised extraordinary income of
Prtas 734 million, principally derived from gains on the disposal of cenain interests in subsidiaries and
extraordinary expense of Ptas 167 million.

In 1997, net extraordinary income of Ptas 324 million was recorded, as explaired above.

Income tax

The income tax charge recorded in 1996 was Ptas 2,565 million. The tax charge in 1996 benefited from

credits available for investment in cinema production. In 1997, a credit was recorded in respect of taxation of Pias
9.041 miilion.

Minarity interests

Profit attributable to minority interests was Ptas 94 million in 1996. In 1957, a loss atmbutable to mmonty
interests of Ptas 1,354 million was recorded as a result of the losses incurred in CSD.

Net income (loss)

Net income of Ptas 6,031 million was recorded by the Group in 1996. In 1997, principally as a result.of the
factors relatmo to the launch of CSD descnbed above, net income fell to Ptas 296 mllhon A

Results of operations for the three month periods ended March 31, 1998 and 1999

The following table shows in summarized form the unaudited consolidated results of operationsi for the
Group for the three month periods ended March 31, 1998 and 1999. The results for the three months period ended
March 31, 1999 have been subject to a limited review by Arthur Andersen. The Interim Financial Statemenits for
the period ended March 31, 1998 have been prepared by Company’s management for comparison purposes. In
the opinion of management, the Interim Financial Statements for the period ended March 31, 1998 presen: fairly

+ the net worth, financial position and results of operations of the Company for such period. Results for 1he three

months ended March 31, 1999 are not necessarily indicative of results for the full year.

March 31, March 31,
1998 1999 1998 vs 1999

Ptas million Pras miilion (%)
Total operating revenues .. ............ R R R TN 27,816 30,768 10.6
Total Operating exXpenses . . ..o vr v v iie e (30,545) 32,026) 4.8
Operating income (108S). . ... oo v i i (2,729) (1,238) (53.9)
Financial income (expense) — Met...........co.vunuvrnnan .. (559) (733) 311
Income from associates (loss) —mnet......... ... .. .. ... ... %) (1,863) —
Goodwill amortization. . ... .. vt i e e e (3%5) (111) 101.8
Income (loss) before extraordinarvitems .. ................. (3.351) (3,965) 18.3
Extraordinary income (loss) — net ... ... e 277 80 (€2N))
Income before taxes and minority interests. .. ............... (3,074) (3.885) 26.4
JCOME 1aX . v ittt ittt i e e 2,803 2,546 9.2)
DY £ Y] o o A 11=) (-1 2 548 184 (66.4)
Netincome (0SS} . ..o vn it 277 (1,154) —
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Total operating revenues

The following table shows consolidated revenues of the Group for the three month periods ended March 31,
1998 and 1999, with the breakdown of revenues between payments from subscribers, advertising revenues and
other revenues:

March 31, 1998 March 31, 1999 98 vs 99
Ptas million % Ptas mitlion % (%)
Subseribers. . ... 21,142 76.0 26,338 85.6 246
Advertising . . ... ... L 878 3.2 1.050 3.4 19.6
Other. . .. ... . e 5,796 20.8 3.380 11.0 417
Total . ... 27816 - 100 30.768 100 - 10.6

Total operating revenues of the Group on a consolidated basis in the three months ended March 31, 1999
were Ptas 30,768 million, an increase of 10.6% over total operating revenues of Ptas 27,816 million in the three
month period ended March 31, 1998. The main element in this increase was the increase in subscriber revenues,
which grew by 24.6% from Pras 21,142 million in the three month period ended March, 31 1998 to Pias 26,338
million in the corresponding period in 1999. This increase was in tumn principally atiributable to the growth in
subscriber revenues of CSD, as discussed below. Advertising revenues of the Group were Ptas 1,050 million in
the three months ended March 31, 1999, an increase of 19.6% compared to Pias 878 million in the corresponding
period in 1998. This increase in turn reflected increases in advertising revenues of both Sogecable and CSD, as
discussed below. Other revenues of the Group fell by 41.7% from Pras 5,796 million in the three months ended
March 31, 1998 to Ptas 3,380 million in the comresponding period in 1999. Whilst other operating revenue of
Sogecable increased between the two periods, other operating revenue declined in CSD and other Group
companies, as discussed below. :

The following table shows the breakdown of revenues between subscriber payments, advertising, and other
revenues for, respectively, Sogecable, CSD, and the other Group companies for the three month periods ended
March 31, 1998 and 1999. It also shows the consolidation adjustments applicable and the resulting breakdown of
operating revenues at the consolidated level between subscriber payments, advertising and other revenues.

March 31, 1998 March 31, 1999 98 vs 99
Ptas million % Pias million % (%)
Sogecable l ' B . ) o
Subscribers. . . ... e 15,176 77.3 15,857 74.2 . 4.5
Advertising .. ...... ... . ... ..., . 878 4.3 972 4.5 1.0
Other. .. ... ... . i 3,588 18.3 4,353 213 26.9
Total. ... 19,642 100 21,381 100 8.9
CSD
Subscribers. . ... 8.293 78.1 15,188 89.2 83.1
Advertising .. ......... . ... ... — — 78 0.3 —
Other. .. ... ... . i 2.324 21.9 1,771 10.4 (23.8)
Total. .o 10.617 100 17,036 100 60.5
Other group companies
SUDSCTIDELS. -« o e vt 244 3.7 93 1.6 (61.9)
Advertising ... ... ... .. L. 0 0 0 4] 0
Other. . ... ... 6,304 96.3 5,848 98.4 (7.2)
Towal. ... . ... 6.548 100 5,941 100 9.3)
Consolidation adjustments
Subscribers. ... ... ... ... .. ..., (2,570) 28.6 (4,800) 353 86.8
Advertising .. ....... ... ... ..., - — - — —
Other. . . ... it (6,420) 714 (8,781) 64.7 36.9
Total ..o e (8,991) 100 (13,590) 100 51.2
Consalidated
Subscribers. ... ... . ... 21,142 76.0 26,338 85.6 24.6
Advertising . ....... .. i 878 3.2 1,050 3.4 19.6
Other. . ot 5,796 20.8 3,380 11.0 (41.7)
Total......... .. ... . 27816 100 30,768 100 10.6
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Sogecable

Sogecable’s operating revenues in the three months ended March 31, 1599 were Ptas 21,381 million, an
increase of 8.9% over operating revenues of Ptas 19,642 miilion recorded in the corresponding period in the
previous year. This increase came principally from the increase in other operating revenues, as discussed below.

Subscriber revenues. Subscriber revenues of Sogecable were Ptas 15,587 million in the three months ended
March 31, 1999, an increase of 4.3% over subscriber revenues of Ptas 15,176 million recorded in the previous

: year. Payments received by Sogecable from CSD in respect of Canal+ Digital subscribers increased from Ptas

2,570 million to Ptas 4,800 million. This increase was in part offset by the reduction in subscriber revenue from
analogue subscribers, from Pias 11,042 million to Ptas 9,555 million, in consequence of comtinuing migration
(albeit at a Jower rate).of subscribers from the analogue to the digital service and the reduction in revenues from
rental of adapters. Although Sogecable increased monthly charges to its subscribers in January 1999, these
increases only take effect for each subscriber from the date when the subscriber’s annual contract is next
renewed. In addition, a special promotion was undertaken by Sogecabile in the first quarter of 1999 10 antract new

analogue subscribers.

Advertising revenues. Advenising revenues were Ptas 972 million in the three months ended March 31,
1999, an increase of 1.0% over Ptas 878 million recerded in the corresponding period in the previous year,
principally as a result of increased advertsing space being made available in the subscriber magazine.

Other revenues. Other operating revenues were Ptas 4,553 million in the three months ended March 31,
1999, an increase of 26.9% over other revenues of Ptas 3,588 million recorded in the previous year. This increase
was principally attributable to: (i) an increase in revenues from the sale of programming rights to CSD and the
Group’s Channels (Ptas 2,001 million in the first three months of 1999 compared to Pras 791 million in the
corresponding period in 1998); and (ii) the recording in the first quarter of 1999 of revenues from Warner
Sogefilms (Ptas 488 million), with no corresponding figure in the first quarter of 1998, when the activity of
Warner Sogefilms had not commenced. These increases were partially offset by a decrease in net migration
payments recorded by Sogecable, from Ptas 2,195 million in the first quarter of 1998 to Ptas 667 million in the
first quarter of 1999. Whilst migrations have continued to take place the number of migrations has declmed as
the CSD service has matured

CSD

CSD’s total operating revenues in the three months ended March 31, 1999 were Ptas 17,036 million, an
increase of 60.5% over revenues of Ptas 10,617 million in the corresponding period in 1998. This was attributable
principally to 2 significant increase in subscriber revenues. offset partially by a decline in other revenues, as

discussed below.

Subscriber revenues. Subscnber revenues of CSD were Ptas 15,188 million in the three months ended March
31, 1999, an increase of 83.1% over subscriber revenues of Ptas 8,293 million recorded in the corresponding
period in 1998. This increase resulted from (i) increased subscriber numbers for CSD, which were 670,141 at
March 31, 1999 compared to 436,809 at March 31, 1998; and (ii) the recleassification as subscriber revenue of the
monthly equipment rental charge, which in 1998 had been treated as other operating revenue.

Adveriising revenues. Adventising revenues of Ptas 78 million were recorded in the three months ended
March 31, 1999. No advertising revenues were recorded by CSD in the corresponding period in 1998.

Other revenues. Other revenues in CSD declined by 23.8% from Ptas 2,324 million in the three months
ended March 31, 1998 to Ptas 1,771 million in the corresponding period in 1999, This decrease resulted from
(i) the fact that start-up costs were capitalized in the first quarter of 1998 in respect of the promotional campaign
undertaken in that period, with no equivalent item recorded in the first quarter of 1999; and (ii) the reclassification
of the monthly equipment rental charge, referred to above.

Other Group companies

Aggregated revenues of other Group companies decreased by 9.3% from Ptas 6,548 million in the three
months ended March 21, 1998 to Ptas 5,941 million in the corresponding period in 1999. This reflected decreases
in both subscriber revenues and other operating revenues, as discussed below.

Subscriber revenues. Subscriber revenues fell by 61.9% from Ptas 244 million in the three months ended
March 31, 1998 to Ptas 93 million in the corresponding period in 1999. This reduction was entirely antributable to
lower revenues in Cable Antena. With effect from January 1, 1999 Cable Antena has changed the method by
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which it accounts for the programming which it supplies to cable operators. Previously Cable Antena recorded
the cost of obtaining the programming from other Group companies as an expense, and the total payment
received from the cable operator as revenue. Now, Cable Antena records only as revenue the commission which
it earns on the transaction, with no expense items. Accordingly both revenues and expenses recorded by Cable
Antena are significantly lower under the new system than they would have been for the comparable level of
activity under the former systems.

Other revenues. Other revenues of other Group companies fell by 7.2% from Ptas 6,304 million in the three
months ended March 31, 1998 to Ptas 5,848 million in the corresponding period in 1999. There were significant
contributions in the three months ended March 31. 1999 from CIT, S.L., Cinemania and Sogecable Fuibol,
totalling Ptas 1,207 million: these companies were not operative in the corresponding period in 1998, Increased
other revenues were also recorded by Cable Antena and Sogepaq. However, these increases were more than offset
by decreases in revenues from, among others, Gestsport (a decrease of Pas 476 million), Sogepaq
(Ptas 267 million), Sogecine (Ptas 233 million) and CATSA (Ptas 196 million). The decline in revenues in
Gestsport arose because in the first three months of 1998 the company was still exploiting its contract in relation
to marketing of Real Madrid Club de Futbol (which it ceased to do in June 1998). In addition, in the first quarter
of 1998 Sogepaq Distribucion was still carrying on a part of its distribution business which was subsequently
transferred to Wamer Sogefilms. The Group’s share of revenues from this entity is recorded by Sogecable.
CATSA’s revenues declined between the first quarter of 1998 and the first quarter of 1999 principally because in
the former period it was involved in a major promotional campaign undertaken in relation to CSD which
generated significant additional activity.

Total Operating Expenses

The following table shows tota} operating expenses of the Group on a consolidated basis for the three month
periods ended March 31, 1998 and 1999.

March 31, 1998 March 31, 1999 98 vs 99
Ptas million % Ptas million % (%)
Programming rights. . ............ 10,237 335 14,683 45.9 43.4
Personnel .......... ... .. ... 2,625 8.6 2,889 9.0 .:10.0
Other operating expenses. ......... 13,638 44.6 10,067 314 - (26.2)
Depreciation . . ...t - 4,045 13.2 4,387 13.7 185
Total operating expenses.......... 30,545 100 32,026 S 100 438

Total operating expenses of the Group were Ptas 32,026 million in the three months ended March 31, 1999,
an increase of 4.8% over total operating expenses of Ptas 30,545 million in the corresponding period in 1998,
Within this total:

e the cost of programming rights increased by 43.4% from Ptas 10,237 million in the three months ended
March 31, 1998 to Puas 14,683 million in the corresponding period in 1999. Significant increases in cost of
programming rights were recorded by Sogecable, CSD and other Group companies, as discussed below.

e the cost of personnel increased by 10.0% from Ptas 2,625 million in the three months ended March 31, 1998
1o Pras 2,889 million in the corresponding period in 1999. This was attributable 1o increases in personnel
costs in Sogecable and other Group companies, whilst personnel costs in CSD decreased slightly, as
discussed below.

e other operating expenses decreased by 26.2% from Ptas 13,638 million in the three months ended
March 31, 1998 to Ptas 10,067 million in the following year. A significant saving was made by CSD, which
reduced other operating expenses by Ptas 5,094 million, as discussed below.

e the depreciation charge in the three months ended March 31, 1599 was Ptas 4,387 million, an increase of
8.5% over Ptas 4,045 million in the corresponding period in 1998. This increase was attributable to increases
in the depreciation charge for Sogecable and CSD, offset by a reduction in other Group companies.
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The following table shows the breakdown of operating expenses for Scgecable, CSD and other Group
companies, together with the applicable consclidation adjustments.

Sogecable

Programming rights. .. ...........
Persomnel ........... . ... .....
Other Operating expenses . . . .

Transmission. . ...............
Other programming expenses
Commercial expenses .. ...

Csb

Programming rights. .. ... ...
Personnel ................

Transmission............
Other programming expenses
Commercial expenses .. ...

Other Group companies

Programming rights. .............

Personnel ............. ..

Other Operating expenses . . . .
Depreciation . . .. ..........
Totalcosts. . ... ..........

Consolidation adjustments

Programming rights. ... .....
Personpel ......... ... ...
Other Operating expenses . . . .
Depreciation .. .................

Consolidated

Programming rights. .. ... ...
Personnel .....................
Other Operating expenses .. .......
Depreciation . ..................

Total operating expenses. . ..

March 31, 1998 March 31, 1999 98 vs 99
Ptas million Ptas miltion (%)
7,175 485 10,441 537 45.5
1,345 9.1 1,469 7.6 9.2
4,940 334 3,832 300 18.1
999 6.8 1999 5.1 0
1,260 85 833 43 (33.9)
1,478 10.0 1,880 9.7 27.2
1,203 8.1 2,120 10.9 76.2
1,322 8.9 1,690 87 27.8
14,782 100 19,432 100 315
6.150 326 11,953 60.0 94.4
342 1.8 321 1.6 6.1
10,807 57.3 5,713 287 . - @LD
713 38 1,304 65 .. 829
283 15 307 S 15 o 88
9,131 48.4 3,492 175 o (61.8)
680 3.6 610 31 s (10.3)
1,574 8.3 1,937 9.7 res 230
18,873 100 19,924 100 i e 5.6
1,608 272 2,074 330 - 29.0
938 15.9 1,099 175 17.2
2,187 37.0 2,327 370 6.4
1,171 19.8 782 124 (33.2)
5,904 100 6,282 100 - 6.4
(4,695) 521 (9.785) 71.9 108.4
(4.296) 47.7 (3,805) 28.0 (11.4)
(22) 0.2 (22) 0.2 0.0
(9,013) 100 (13,612) 100 51.0
10,237 335 14,683 458 434
2,625 86 2,889 9.0 10.1
13,638 446 10,067 314 (26.2)
4,045 13.2 4,387 137 8.5
30,545 100 32,026 100 4.8
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Sogecable

Sogecable’s total operating expenses in the three months ended March 31, 1999 were Ptas 19,432 million, an
increase of 31.5% compared to total cperating expenses of Ptas 14,782 million in the corresponding period in
1998.

The main element in this increase was in respect of cost of programming rights, which increased by 45.5%
from Ptas 7,175 million in the first three months of 1998 to Ptas 10,441 million in the corresponding peried in
1999. This was attributable to (i) the increased quantity of programming acquired. in particular for onward supply
to CSD and the Group’s Channels, and (ii) the new arrangements in respect of football rights which took effect
from the beginning of the 1998/1999 season and therefore did not affect the first quarter of 1998.

Personnel costs in Sogecable increased by 9.2% from Ptas 1.345 million in the three months ended March
31, 1998 to Ptas 1,496 million in the corresponding period in 1999. Average personnel numbers were 782 in the
relevant period in 1998, compared 10 702 in 1999. This reduction in numbers was principally the consequence of
the transfer out from Sogecable cf the activities of certain of the Group’s Channels. The increase in total
personnel cost reflects the consolidation of the central management structure into Sogecable, and increases in the
salaries of the continuing employees of Sogecable.

Other operating costs in Sogecable increased by 18.1% from Pras 4,940 million to Ptas 3,832 million. Within
this category of other operating costs:

e  transmission charges were unchanged at Ptas 999 million.
o  other programming expenses decreased by 33.9% from Ptas 1,260 million to Pas 833 million, principally as -

a result of the transfer out from Sogecable of the activities related to certain of the Group’s Channels, which
took place after the end of the first quarter of 1998.

e commercial expenses increased by 27.2% from Pras 1,478 million to Pias 1,880 million, principally a result

of the success achieved in recruiting new subscribers to the Canal+ analogue service in the first quarter of
1999. ‘ :

L]
v

general and administrative costs increased by 76.2% from Ptas 1,203 million to Ptas 2, 120 million.-The main. .
element in this increase was attributable to the Group’s share of costs in Wamer Sogefilms which were *
recorded in Sogecable in the first quarter of 1999 with no corresponding item in the first quarter of 1998.

Depreciation charged in Sogecable was Ptas 1,690 million in the first three months of 1999, an increase of
27.8% compared to Ptas 1,322 million in the corresponding period in 1998. Sogecable continued to invest in
programming and other audiovisual rights which has given rise to increased depreciation, offset partially by
reduction in the depreciation charge zpplicable to analogue decoders as the Company has continued its policy of
not acquiring new analogue decoders.

CSsD

CSD’s total operating expenses increased by 5.6% from Pias 18,873 million in the three months ended
March 31, 1998 to Ptas 19,924 million in the corresponding period in 1999. Within this total, there was a
significant increase in cost of programming rights, substantially offset however by decreases in personnel costs
and other operating costs, as discussed below.

CSD’s cost of programming rights increased by 94.4% from Pias 6,150 million in the three months ended
March 31. 1998 to Ptas 11,953 million in the corresponding period in 1999, as a result of CSD’s continuing
efforts to enhance the quality and breadth of its programming and to a lesser extent as & result of increased
subscriber numbers. Since the end of the first quarter in 1998, a significant amount of new programming has been
incorporated into CSD, including for example the Disnev Channel, AXN, Paramount Comedy and CNN+, In
addition, increased take up of the PPV football service in the first quarter of 1999 gave rise to a corresponding
increase 1n Costs.

Personnel expenses of CSD decreased by 6.1% from Pras 342 million in the three months ended March 31,
1998 to Ptas 321 million in the corresponding period in 1999. Average employee numbers were 218 in the three
month period in 1998, to 205 in 1999. Employee numbers were lower in the first quarter of 1999 a5 a result of the
transfer of emplovees from CSD to CIT, S.L. and its subsidianes.

48




Other operating expenses of CSD decreased by 47.1% from Ptas 10,807 million in the three months ended
March 31, 1998 to Ptas 5,713 million in the corresponding period in 1999, principally as the result of a significant
decrease in commercial expenses, as discussed below. Within this category: .

o transmission charges increased by 82.9% from Ptas 713 million to Ptas 1,304 million. The increase in
transmission charges results principally from a change in the accounting treatment of this item in CSD’s
records. In 1998, the transmission charges recorded by CSD were net of the amounts recharged to other
Group compantes. In 1999, the transmission charges recorded by CSD were shown without deduction, and
the revenues from amounts charged to other parties were recorded as other revenues of CSD.

e  other programming expenses increased by 8.8% from Pras 283 million to Ptas 307 million, as a result of the
increased range of programming incorporated into CSD.

e commercial expenses decreased by 61.8% from Ptas 9,131 million to Pias 3,492 million. The decline in
commercial expenses is principally due to (i) the change in CSD’s policy in relation to instaliations which
took effect after the end of the first quarter of 1998 (so that in the first quarter of 1998 CSD still recorded
costs of installation and materials), and (ii) the intensive promotional campaign undertaken during the first
quarter of 1998 which was not repeated in 1999.

¢  general and administrative costs decreased by 10.3% from Ptas 680 million to Pias 610 million, principally
as a result of savings from the relocation to Spain of certain activities previously carried on in Luxembourg.

The depreciation charge recorded by CSD was Ptas 1.937 million in the three months ended March 31, 1999,
an increase of 23.1% compared to Ptas 1.574 million in the corresponding period in 1998. The increase was
attributable 1o increased investment in decoders, offset partiallv by the effects of the change in the estimated
useful life of decoders (from five to seven years) which took effect on January 1, 1999. In the first quarter of 1999
the effect of this change was to reduce depreciation expense by Ptas 611 million. In the full year 1999 the effect is
estimated to be a reduction of P1as 2,560 mil)ioq.

Other Group companies

‘Operating expenses of other Group compznies were Ptas 6,282 miliion in the three months ended March 31,
1599, an increase of 6.4% compared to Ptas 5,904 million in the corresponding period in the previous vear. This
overall increase resulted fram increases in cost of programming rights, personnel costs and other costs principally
attributable 1o the transfer of the production of certain of the Group’s Channels to CIT, S.L., Cinemania and
Sogecable Futbol, which took place in 1998 afier the end of the first quarter. The increase was offset 1o a limited
exient by a reduction in the depreciation charge.

The cost of programming rights for other Group companies increased by 29.0% from Ptas 1,608 million in
the three months ended March 31, 1998 to Pas 2,074 million in the corresponding pertod in 1999. This was
attributable to the commencement of activities of CIT, S.L. and its subsidiaries which took place after the end of
the first quarter of 1998. Together these companies recorded costs of Ptas 949 million in the first quarter of 1999.

Personnel costs for other Group companies increased by 17.2% from Ptas 938 million in the three months
ended March 31, 1998 to Ptas 1,099 million in the corresponding period in 1999. The increase in personnel costs
reflects the incorporation of employees to CIT, S.L. and its subsidiaries principally giving rise to costs of Ptas 120
million in the first quarter of 1999, with no equivalent amount in the previous year.

Other operating expenses of the other Group companies increased by 6.4% from Ptas 2,187 million in the
three months ended March 31, 1998 to Ptas 2,327 million in the corresponding period in the following vear. This
increase relates principally 1o the expenses of CIT, S.L., Cinemania and Sogecable Futbol, totalling
Ptas 750 million, offset partially by reduced expenses in Sogecine and Sogepaq and in Gestsport.

The depreciation charge of other Group companies in the first quarter of 1998 was Ptas 1,171 million. This
reduced by 33.2% in the correspending period of 1999 to Ptas 782 million. The principal elements in this
reduction was in Gestsport, where the depreciation charge decreased from Ptas 318 million in the first quarter of
1999 to Ptas 3 million in the corresponding period in 1999, as a result of the termination of the arrangements
relating 1o the marketing of Real Madrid Club de Ftbol. '

49




Consolidation adjustments
Payment by CSD for Canal+ Digital.

This consolidation adjustment was Ptas 4,800 million in the three months ended March 31, 1999, compared
to Ptas 2,570 million in the corresponding period in 1998. The increased level of payments is attributable to the
increased number of subscribers taking Canal+ Digital.

Sale of other programming rights

This consolidation adjustment was Ptas 4,985 million in the three months ended March 31, 1999, compared
to Ptas 2,125 million in the corresponding period in 1998. The increase reflects increased sales of programming to

.. CSD and the incorporation of CIT, S.L. and its subsidiaries to produce or co-produce the Group’s Channels.

Services provided

This consclidation adjustment was Ptas 3,138 million in the three months ended March 31, ]999 compared
to Ptas 2,101 million in the corresponding period in 1998. The increase was attributable to additional charges for
transmission services by CSD to the Group’s Channels, and the incorporation of certain of the Group’s Channels
into separate companies which took place after the end of the first quarter of 1998.

Migration fee

This consolidation adjustment was Ptas 667 million in the three months ended March 31, 1999, compared to
Ptas 2,195 in the corresponding period in 1998. This reflects the reduced number of migrations in the first quarter
of 1999 compared to the corresponding period in 1998.

Operating income (loss)

The Group recorded a consolidated operating loss of Ptas 1,258 million in the three months ended March 31,
1999, compared to Ptas 2,729 in the corresponding period in the previous year. The reduction in operating joss
was principally attributable to the increase in revenues from subscribers, which more than offset increases in cost
of programming rights and other cost items.

Financial income {expense)

The Group recorded net financial expense of Ptas 733 million in the three months ended March 31, 1999,
comprising income of Prtas 606 million and expense of Ptas 1,339 million.

In the corresponding period in 1998 the Group recorded net financial expense of Ptas 539 million,
comprising income of Ptas 533 million and expense of Ptas 1,092 million.

The increase in net financial expense was attributable principally to expenses in connection with the

- syndicated loan which was entered into by CSD in February 1998, and which therefore was not in effect for the

full quarter in 1998.

Income {loss) from associates

Net loss from associates in the three months ended March 31, 1999 was Ptas 1,863 million {comprising
income of Ptas 9 million and loss of Ptas 1,872 million). In 1998, net loss from associates in the first quarter was
Ptas 9 million. The net loss principally relates to the Group’s investment in AVS. In the first quarter of 1998 AVS
received guaranteed minimum PPV payments from CSD and Via Digital under the arrangements then in place.
This was not repeated in the first quarter of 1999.

Goodwill amortization

Goodwill amortization was Ptas 111 million in the three months ended March 31, 1999, compared to
Ptas 55 million in the corresponding period in 1998. The increase reflects the effect of acquisitions by Sogecable
of an additional 2.5% shareholding interest in CSD, which took place at the end of 1998.

Income (loss) before extraordinary items

Loss before extraordinary items of Ptas 3,965 million was recorded in the three months ended March 31,
1999, compared to Ptas 3,351 million in the corresponding period in 1998. The increased loss was attributable
principally 1o (i) the Group’s increased loss from asseciates and (ii) increased financial expenses, which together
more than offset the reduction in operating loss.
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Extraordinary income (loss}

Extraordinary income of Ptas 80 million was recorded in the three months ended March 31, 1999, compared
to Ptas 277 million in the first three months of 1998. No significant individual items were recorded in either
period.

Income tax

In view of the losses recorded in the two periods under consideration. the Group recorded income in respect
of taxation of Ptas 2,803 million in the first quarter of 1998 and Ptas 2,546 million in the first quarter of 1999,

Minority interests

Losses attributable to minority interests were Ptas 184 million in the three months ended March 31, 1999,
compared to Ptas 548 million in the cormesponding period in 1998. As described under “~ Goodwill
amortization” above, Sogecable acquired an additional 2.5% interest in CSD afier the end of the first quarter in
1998. thus reducing the minority participation. In addition, the losses of CSD were lower in the 1999 period.

Net income (loss)

In the three months ended March 31, 1998 the Group recorded net income of Ptas 277 million. In the three
months ended March 31, 1999 the Group recorded a net loss of Pras 1.154 million. This was attributable
principally to the factors discussed in “~ Income (loss) before exiraordinary items™ above, together with the
reduction in losses auributable 10 minonty interests, discussed above.

Recent events

Since March 31, 1999 the Group’s business has continued 10 grow. Despite the fact that the months of April
and Muy huve historically been relatively weak in terms of new subscribers, CSD continued to increase its
subscnber base. which rose from 670,141 at March 31, 1999 w0 697,631 at May 31, 1999. Total Group
subscnbers increased from 1,693,776 at March 31, 1999 to 1,705,733 at May 31, 1999. See “~ General —
Subsorber numbers” above. .

Trere huve been no material adverse changes in the Group’s business since March 31, 1999. The main
develepments affecting the Group’s business in that period have been (i) the agreement entered intc.on June 17,
190y ranng to football rights (ii) the contract entered into by the Group to broadcast the Spanish ACB
bashethail Jeazue and (iit) the agreement entered into by Sogecable relating to the construction of new offices and
facilinies 1 Tres Cantos, near Madrid. See “Business - Acquisition and management of rights to sports events”
and “Huwness - The Group’s Facilities”.

Liquidits and capital resources
Liguidity

At Mareh 211999 the Group had cash of Ptas 1,680 million, short-term financial investments of Ptas 390
miliien and toial debt of Pras 90,184 million. As a result, net financial indebtedness was 88,114 million.

A~ ot Mareh 31, 1999 the Group had lines of credit with various banks (inciuding a syndicated loan referred
1o belew v totalhing Pras 95,997 million, of which Ptas 5,813 million had not been drawn at that date. Pras 25,500
milhen o the outstanding debt will mature in 1999, Ptas 718 million in 2000, Ptas 17,465 million in 2001 and the
remuindor 1~ tn 2002 and bevond. See Note 12 to the Interim Financial Statements (the Ptas 17,465 million figure
for 21! includes Pras 13,500 million of debt corresponding to the syndicated loan to be repaid in this vear, which
in Notw 12 isinciuded as part of the Ptas 60,000 million amount).

The Group's principal external indebtedness derives from the syndicated loan agreement entered into by
CSD on Februan 2. 1998 for Ptas 60,000 million which has been fully drawn by CSD. The loan matures on
Februan 2. 2003. The loan carries interest at a rate set with reference to MIBOR. The loan is guaranteed by
Sogecable. and the guarantee obligation is secured by a pledge granted over Sogecable’s shareholding in CSD.
The ioan agreement contains custornary covenants and covenants related to subscriber levels, certain financial
ratios. the continued shareholding of Prisa Group and Canal+ Société Ancnyme in the Company and minimum
contributions to capital to be made by shareholders in CSD (which for Sogecable amounted to Ptas 6,939 million
in 1998 and will amount to Ptas 12,1035 million in 1999, Ptas 7,823 million in 2000 and Ptas 4,462 million in
2001). CSD 1s in compliance with all the requirements of the loan agreement and such compliance will not be
affected by the completion of the Global Offering.




Sogecable has given certain guarantees to third parties of which the most significant is a guarantee of the
obligations of AVS under a loan agreement for a total amount of Ptas 20,000 millicn (although this loan has not
been fully drawn). At March 31, 1999, guarantees given by Group companies to third parties amounted to Ptas
6,382 million.

Cash flow provided by operations decreased by Ptas 27,433 million from Ptas 22.428 million in 1997 to a
deficit of Ptas 3,005 million in 1998. This was mainly attributable 10 (i) a Ptas 19,723 million decrease in
accounts payable compared to a2 Pizs 30,642 million increase in 1997. derived from the zpplication of funds
received from the syndicated loan mentioned above to repay pavables whose pavment terms had been extended in
1997 and (ii) the net loss of Pras 3,656 million incurred in 1998, which were partially offset by (i) Pras 1,846
million increase in receivables compared to a Ptas 13,981 million decrease in 1997, (ii) higher amortization
expense (Ptas 20,453 million in 1998 compared to Ptas 13,003 million in 1997) derived from the continuing
acquisition of decoders, and (iii) a lower increase in inventories (Pta 1,612 million in 1998 compared to Pias
6.497 million in 1997). ’

Cash used in investing activities was Ptas 59,681 million in 1997 and Ptas 34,081 million in 1998. This
decrease was attributable principally to (i) proceeds from the sale of fixed assets (mainly the Real Madrid
contract) which amounted to Ptas 17,652 million compared to Ptas 1,621 million in 1997 and (ii) the reduction to
negligible levels of long term financial investments which in 1997 had amounted to Pias 10,822 million
{comprising principally a lean to AVS).

In 1997. cash flow from financing activities was Ptas 29,166 million, including an increase of capital of Pias
10,000 million. The remaining cash in 1997 was provided from an increase in short-term borrowings. In 1998, as
a result of the syndicated loan described above, the Group recorded cash flow from financing activities of Pias
38,945 million, a part of the amount drawn under the loan having been used to repay short term debts. Long-term
debt increased, on a net basis, to Ptas 52,826 miilion in 1998 compared to 2 Ptas 6,707 million decrease in 1997.

At March 31, 1999 working capital amounted to Ptas 18,317 million, compared to Ptas 9,443 million at
December 31, 1998. This variation was principally attributable to the application of Ptas 10,000 million received
from a capital increase to pay certain current liabilities.

Working capital has been a source of financing for the Group given that the number of days payable for the = -

acquisition of programming rights, which is the largest component of its costs, significantly exceeds the number :.
of days receivable. The Group's subscribers generally pay by direct debit.: : _ :

Capital Expenditure and Financial Investments

In 1998, investments made in intangible assets, tangible fixed assets and long-term financial instruments
amounted to Ptas 11,974 million, Ptas 22,284 million and Ptas 12,722 million respectively.

Imangible asser investments. These investments included (i) investment in a new contract entered into by
Sogecable with Real Madrid Club de Futbol in relation to audiovisual rights including rights in relation to the
Rezl Madrid TV channel and (ii) investment in programming rights acquired for fitm production. -

Tangible fixed asser investments. These investments principally consisted of digital decoders and smart cards
acquired by CSD for the new subscribers joining the digital platform.

Long-term financial investments. These amounts principally consisted of tax credits capitalized as a result of
the losses incurred by the Group during 1998.

In the future, management expects that the principal areas of investment by the Group will be in the
acquisition of digital decoders, in the construction of new offices and technical facilities in Tres Cantos described
in “Business ~ The Group’s Facilities” telow, in the production and acquisition of films and in the improvement
of the Group’s information systems and technology.

Management envisages expenditure of approximately Ptas 5,400 million in 1999 and Ptas 9,500 millicn in
total in the years 2000 and 2001 on intangible assets. This investment will principally be in the production of
films by Sogecine and the acquisition of film rights by Sogepaq. ‘

Management envisages experditure of approximately Ptas 13,000 million in 1999 and Ptas 22,100 million in
total in the years 2000 and 2001 on tangible fixed assets. This expenditure will principally relate to (i) digital
decoders and (ii) the construction of new offices and facilities in Tres Cantos, referred to above. The total cost of
the new offices and facilities is estimated at Ptas 9,000 million, and they are expected to be operational by mid-
2001.




Management envisages financial investments of approximately Ptas 6,300 million in 1999 and Ptas 4,000
million in tota! in the years 2000 and 2001. This relates principally to (i) expected investment of approximately
Ptas 7,500 million in the next three years in a new subsidiary to be established in cooperation with Canal+ Société
Anonyme and Telepiu, to carry on film production in cooperation with Time Warmer (of which Ptas 5,200 million
is expected to be invested in 1999) and (ii) further investment in associated entities, principally Wamer
Lusomundo and Compaiia Independiente de Noticias de Televisién, S.L. (“CINTV™). Management does not
believe that significant additiona) invesiment is required in relation 10 AVS, following the agreement entered into
between the Company and Telefénica Media, S.A. (a subsidiary of Telefénica, S.A.) on June 17, 1999,

Management also anticipates additional investment by CSD in special promotions to recruit subscribers
(Pras 1,600 million in 1999 and Ptas 2,000 mitlion in total in 2000 and 2001) which will be partially capitalized.

Management expects the Group to finance the investment plans described above from funds generated by
operations, together with the proceeds from the issue of New Shares in the Global Offering.

Prospects

As part of the procedure for admission of the Shares to listing on the Spanish Stock Exchanges, the
Company is required to publish in the Folleto Informativo relating to the Spanish Offering certain forecasts of the
Group's future performance.

The forecasts relate among other things to subscriber numbers: prices; growth in revenues: the ratio of fixed
costs to total operating revenues; and the timing of the Group’s return to profitabilitv. The forecasts are based
upon a number of assumptions, including those summarized in the following paragraph, which are subject to
significant uncertainties and contingencies bevond the Group’s control. [n addition, because of the subjective
judgments and inherent &ncertainties of forecasts and because events and circumstances frequently do not occur
as expected, there can be no assurance that the forecasts will be achieved. Actual results may be materially
different from those shown. Under no circumstances should the inclusion cf the forecasis be regarded as a
representation. warranty or prediction with respect to their accuracy or the accuracy of the ‘underlying
assumptions, or that the Group will achieve or is likely to achieve any particular results. The Groupdoes not
intend to furnish updated or otherwise revised projections to reflect future events. Prospective purchasers.of the
Shares are cautioned "not to place undue reliance on the forecasts. The forecasts should be reviewed in
conjunction with the-other materia! contained in this Memorandum including the dlscussmn se' forth under “Risk
Factors™ and “Forward-Looking Statements”. : Lot

The assumptions upon which the forecasts have been based include the following: (i) that there is no
significant change affecting the Group in forecast macroeconomic conditions in Spain, the European Union and
the United States of America, (i1) that there is no significant change affecting the Group in the regulatory or fiscal
regime applicable to the activities of the Group: (iii} that demand for the Group’s services grows in line with
forecasts by Kagan World Media; (iv) that there is no significant change in the competitive environment in which
the Group operates, either in terms of competition to offer services similar to those offered by the Group or in
terms of the conditions offered by persons supplying programming content to the Group; (v) that there are no
significant changes in the forecast development of the technology used by the Group; and (vi) that no exceptional
circumstances arise, such as natural disasters, war or armed conflict. or significant changes in political, social or
economic conditions.

On the basis of the assumptions referred to above, and subject to the foregoing, the forecasts of the Company
which have been included in the Fallero Informativo are as follows:

e  that the average annual growth in subscribers to CSD over the years 1999, 2000 and 2001 will be in the
range of 20% to 25% (with growth being above this range in 1999, whilst 2 high level of migration from the
analogue service continues, and reducing slightly in 2000 and 2001};

e that prices for subscription to CSD will remain stable, increasing on average by 2% to 3% over the same
period:

e that fixed costs of CSD will remain relatively stable over the same period, and that operating margin of CSD
will improve, enabling CSD to make a positive contribution to the Group’s results in the medium term,
although it is not expected that CSD will record profits in the period 1999 1o 2001;

e that the average annual growth in subscribers to Canal+ (analogue and digital) over the period referred to
above will be between 4% and 5%;
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s that prices for subscription to Canal+ will remain relatively stable over the period referred to above,
increasing on average by 2% to 3% per year;

«  that the positive contribution of Sogecable to the Group’s operating margin will increase significantly over
this period;

» that, in the shon term, given the relatively slow development of the cable and digital terrestrial television
markets in Spain, the contribution of the Group’s activity of supplying programming to third parties will be
between 1% and 2% of the Group’s total operating revenues;

¢ that the contribution of the Group’s activities in film production and distribution will remain at between 4%
and 8% of the Group’s total operating revenues;

»  that, taking account of the foregoing, the Group's total operating revenues will grow by an-average of
between 15% and 20% per year over the three years 1999, 2000 and 2001, this increase being almost entirely
due to increase in subscriber numbers;

e  that fixed costs expressed as a percentage of the Group’s total operating revenues will reduce from between
45% and 50% in 1999 to between 35% and 40% in 2001, as the launch period for CSD comes to an end.

The forecast results depend, among other things, upon the results of subsidiary companies, including the
companies which produce the Group’s Channels, whose performance will be related to the growth of the cable
and digital terrestrial television markets, and upon impravement in the results of associated companies including
AVS,

Taking accoum of all of the above, the Company has forecast in the Follero Informative that the Group will
continue to record losses in 1999, reaching break-even in 2000 and recording positive results in 2001 and
succeeding years.

No assurance czn be given that the forecasts set out above will be achieved. See “Forward Looking

" Statements” and *“Risk Factors — Events anticipated in forward-looking statements in the Memorandum may not

occur”™. .- . . : A CoL

Ao

Year 2000

The Year 2000 issue arises from the design of computer operating systems and computer software programs
which recognize only two digits in the date field and, as a result, may interpret “00” incorrectly as the year 1900
instead of as the year 2000. Such incorrect recognition has the potential to disrupt information technology
systerns, which could cause disruptions of operations, including, among other things, a temporary inability to
process transactions, send invoices, or engage in normal business activities.

In 1997, the Group initiated a program to evaluate the extent of the Year 2000 issue faced by it and to
develop a strategy to deal with the issue. Following the initial period of analysis, an action plan was developed
and carried out internally. The main elements of the Year 2000 plan are (i) to establish the degree of compliance
by third parties, (it) 0 identify and modify any non-compliant items in the Group’s own systems and (iii) to
establish contingency arrangements.

By December 1998, the Group believes that 70% of its systems had been made Year 2000 compliant. By the
end of the first quarter of 1999, the comresponding figure was estimated at 90%. The Group aims to achieve 100%
compliance by September 1999.

The Company has developed contingency plans to deal with the worst-case scenarios that may arise,
including disruption to its external communications (with subscribers and others). The Group has secured access
1o back-up facilities shared with banks and other major organizations. As a result, the Company does not consider
that significant disruption to its operations is likely to occur.

The Company currently estimates its total expenditures for Year 2000 compliance will approximate Ptas 50
million. Additional expenditures beyond this amount could be required based on the nature and extent of required
modifications or upgrades identified during further testing.

The Company’s efforts to address the Year 2000 issue as described above are based on current Year 2000
projections and work carried out to date. There is no assurance thar such expectations will be realized. While the
Company believes that prudent steps have been taken to assure that there is an effective program to address the




Year 2000 issue, the Company cannot guarantee that all Year 2000 errors will be corrected or that the information
systems will not generate Year 2000 errors when operating with third party computer systems or data.

Introduction of the euro

The Group has undertaken a program in conjunction with external consultants to analyze and establish
guidelines and measures for the conversion to a eurc-operating environment. At the end of 1998 the internal
accounting systems used by most Group companies were made compatible with the euro. The Group is in the
process of identifving and implementing the further modifications to its existing information technology software
necessary to permit the Group to achieve full conversion to a euro-operating environment. Management does not
believe that the introduction of the euro will have a material impact on the Group s ability to compete in its
industry. -

Costs associated with employee offering

The Company will purchase the Shares offered in the Employee Offering from the Selling Shareholders and
resell them to its employees at a 3% discount, with a further 3% deferred discount if the Shares are retained by
employees for one year.




THE SPANISH TELEVISION MARKET

Introduction

The Sogecable Group operates principally in the Spanish pay-TV sector. In order to understand the position
of the Group within the Spanish television market, the following basic distinctions should be taken into account:

(a) whether the viewer is paying to receive the television service or whether it is free of charge (pay-TV or free
to air television);

(b) the medium through which the television signal is distributed (terrestrial. sarellite or cable), and

(c) the format in which the television signal is broadcast (analogue or digital).

Free to Air Television and Pay Television

The principal free to air channels availeble in Spain are (i) TVE-1 and TVE-2 (which are operated by the
State entity Radio Television Espaiiola, “RTVE™), (ii) Antena 3 Television, S.A. (“Antena 3”) and Gestevisidn
Telecinco, S.A. (“Telecinco™) which are privately owned and (iii) the regional channels, one or two per region,
which are owned by the relevant regional authorities. These channels are financed principally by revenues from
advertising, although RTVE’s channeis and the regional channels, also have strong financial support from
national and regional government funds.

Any person that wishes to receive pay-TV must coniract as a subscriber with the corresponding service
provider. Generally the subscriber pays an initial amount to be connected to the service, and thereafter pays a
monthly charge while continuing to receive the service. The Sogecable Group operates in the pay-TV market
through Canal+ and CSD. See “Business — Canal+" and “Business — CSD” below. Other pay-TV operators in
Spain include cable operators, Via Digital and Onda Digital. See “-~ Main participants in the Spanish television
market” below.

~Inaddition to basic pay-TV services, the Group also provides pay per view (“PPV™) services. This enables
the subscriber to choose the specific program that he or she wants to watch (for example an important sports event

.or a recently released film}, by paying an additional amount depending on the program. The Group offers its PPV

services to CSD subscribers. In addition, the Group offers interactive services to its subscnbers suchras intemet
access and will be launching catalogue home shopping and home barking in the next few months. .:

Terrestrial, Satellite and Cable Distribuiion Methods

There are three methods of distributing the television signal to the viewer at home which are currently used
in Spain:

Terrestrial

The terrestrial sysiem is the traditional means of transmitting a television signal in Spain. The signal is sent
by radiowaves from a broadcasting center and transmitted across Spain through 2 network of relay stations, to be
received by a conventional aerial. This is how the Canal+ analogue service is transmitted.

Sazellite

In the case of satellite broadcasting the broadcaster first sends its output signal via an “up-link” to a satellite
or group of satellites, such as the Astra system. In each satellite there are a series of transponders that are the
means by which the signal is received and transmitted back to earth. The Group rents transponders in the Astra
systemn for such purpose. This is how CSD is broadcast.

The signal is transmitted back to earth covering a certain area which is known as the “footprint”. A
subscriber within such area is able to receive the signal using its satellite dish. The subscriber’s decoder receives
the encrypted signal and convents it into images, sound and information. If the satellite dish is installed at the
subscriber’s home, this sysiem of receiving the signals is known as direct-to-home (“DTH”).

Cable

Cable broadcasting involves the use of cables to deliver the broadcast signal. The development of the
Spanish cable television market is at a less advanced stage compared to most other EU countries. See “~ Main
participants in the Spanish television market — Pay-Television — Cable Television” below.




Analogue and Digital

When Canal+ was launched in 1990 it was broadcast in analogue format. This has been the format used by
all terrestrial channels in Spain until very recently. Canal+ continues to be broadcast in analogue format when
terrestrial broadcasting is used.

The introduction of digital technology to television broadeasting has marked a significant change in the
television industry. Digital compression technology makes it possible to deliver a much greater number of
channels than is possible in analogue format. Digital television involves the conversion of the picture and sound
into digital data, meaning a binary series of 0s or 1s. Because the digital format of the video and audio signals can
be compressed, they take up much less space in distribution circuits, making it possible to deliver vastly more
programming via the same distribution circuit, with a resulting lower cost per channe! than traditional analogue
technology. For example, 2 satellite transponder is able to carry eight to ten digital channels compared with only
one analogue channel. In addition, customers are able to receive programming with smaller dish antennas. and
sound and picture quality is higher. Digital technology also makes possible the downloading of software to the
subscriber’s television, which makes it possible to offer interactive services such as the Internet, home banking
and, tele-sales. £SD, broadcast in digital format, takes advantage of the points mentioned above.

Currently digital television is available in Spain only by satellite. Initial authorization has been granted for
the development of digital terrestrial television. Onda Digital, whose major shareholder is Retevisidn, S.A., has
recently been granted a concession to operate a terrestrial digital television service which is expected 10 be
launched in September 1999. It is expected that digital transmission of television signals will wholly. replace
analogue transmission within the next ten years. The existing regulatory framework envisages that “switch-off™,
the date on which analogue transmission will end in Spain, will occur in 2012, See “~ Main pammpants in the
Spanish television market ~ Digital Terrestrial Television™ below,

Development of the television market in Spain
General

Television broadcasting in Spain dates back 10 1956 when a single network under the exclusive authority of
RTVE, a monopoly run by the Spanish Government, began its activities. A second channel. also. under public
control; was launched in 1963, while color broadcasting was introduced in 1969. The autonomous regions of the

‘Basque Country and Catalonia were granted broadcastmo rights in the early 1980s; currently eight autonomous *

regions have broadcasting concessions. cr

In 1989, the Spanish Parliament granted concessions to private television networks: two concessions were
granted for free 1o air advertising-supported networks (Telecinco and Antena 3) and one to an encrypted,
subscription-supported TV network (Canal+ analogue).

Spain has one of the highest TV-consumption rates in Europe. In 1998, according to industry surveys,
average viewing time in Spain was 210 minutes per day, ahead of Germany (188) and France (187) although
behind Italy (216) and the United Kingdom (216), respectively. Spain also had the second highest “net daily
impact” figure in Europe for 1998, reaching 91% of the potential audience, surpassed only by Germany where the
figure was 93%. “Net daily impact” measures the percentage of the potential television audience which views
television per day.

The following table includes information on the Spanish television market in the three years ended
December 31, 1996, 1997 and 1998.

1996 1997 1998
Number of homes with television (TV households) (thousands) . . 12,218 12,409 12,600
Number of homes with video recorders (thousands) ........... 6,900 7.200 7,420
Average number of minutes of television per capita .......... 214 218 210

Source: Kagan World Media.

Free to Air Television

The various segments of the Spanish television market currently show differing degrees of development.
Free to air television is a significantly developed market in Spain and, since the introduction of private operators
in 1990, a highly competitive one.
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TVE-1, TVE-2, Antena 3 and Telecinco experienced significant competition from each other during the
period between 1990 and 1995. However, audience shares have consolidated since 1997 with all of these
operators with the exception of TVE-2 now achieving audience shares between 20% and 26%.

The following table shows the ten programs which achieved the highest viewing figures in Spain in 1998. As
the 1able illustrates, football matches (which occupy seven of the top ten places) are a fundamental element of
programming in the Spanish television market.

Audience (%)

Viewers

Programs Channel (thousands) max. average
1. Juventus-R. Madrid (Champions’ = :

~league). . ... TVE-1 13,229 34.3 34.3
2. Spain-Nigeria (World Cup) ............... TVE-1 12,002 313 . 10.2
3. Barcelona-Mallorca (Copa del Rey). ........ TVE-{ 11,005 28.7 28.7
4. Juvents-R. Madnd (Champions’ League) . ... TVE-1 10,737 28.0 28.0
5. Barcelona-Mallorca (Copa del Rey)......... TVE-1 9,586 25.0 25.0
6. Brazil-Holland (World Cup). . ............. TVE-1 9,365 2435 17.6
7. Médico de familia (Series). .. ............. Telecinco 8.896 232 19.8
8. Meédico de familia (Series). . .............. Telecinco 8,704 22.7 18.1
9. Meédico de familia (Series). .. ............. Telecinco 8,513 22.2 21.9
10. Real Madrid - Valencia (League) .......... Antena 3 8,436 22.0 16.1

The Spanish advertising market is the fifth largest in Europe in terms of revenues in 1998 with a total of
Pras 720 million.

Pay-Television

Pax-TV in Spain was picneered by the Group with the introduction of the Canal+ analogue service in 1990,
and the concept has gained widespread acceptance since then. However, compared to other European countries,
the Spanish satellite (DTH) and cable pay-TV markets are relatively underdeveloped, as discussed below, and

L dienul wrrestnal television is net yet operational.

The tollowing wbles, shows the degree of penelrauon of DTH and cable televlslon in Spam in 1998 relative
to Germany. France, the United Kingdom and ltaly.

DTH Cable
Yo %

L N U 18.3 11.8
1T+ I 7.6 2.8
Y« TR 7.6 8.3
(€700 o2 0T < L R 2.9 533
5 TS U 2.0 0.7
Soutee Raean World Media
Nt penotrution measures the percentage of total homes with television sets which have access to the relevant service

\Mansgement believes that in relation 10 both DTH and cable, and based on forecasts developed by Kagan
Worid Media. these figures show the growth potential that exists in these sectors of the Spanish market.

Main participants in the Spanish television market
Free 1o Alr

The Spanish free to air terrestrial television market comprises the following channels:
- 2 stae-owned channels: TVE-1 and TVE-2;
- 2 commercial channels: Antena 3 and Telecinco;

- Regional channels in Galicia, Madrid, Valencia, Andalucia, Catalonia and Basque Country.
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~ The following 1able shows the development of average audience share figures for the terrestrial channels in
1996, 1997 and 1998:

1996 1997 1998

% % %
TVE-l e 26.9 25.1 25.6
TVE- i it e it e e e e 3.0 8.9 8.8
ANIENA 3. . . i e 25.0 227 228
Telecineo .. v it e e 20.2 21.5 . 204
Regional. ... ... o i e 135 17.4 16.6
Others. . ........... e e e 3.4 4.3 3.9
Source: Sofres
Pay-Television

Terresirial

Canal+ in its analogue format is the only terrestrial pay-TV channel in Spain. It was launched as such in
1690 and rapidly proved to be a great success, even though at that time the Spanish television market was at an
early stage of development. At May 31, 1999 the terrestrial service of Canal+ had 1,008,102 subscribers.

Satellite Digital Television

The Spanish satellite digital television market has developed only recently. CSD commenced its operations
in January 1997 and was the first digital platform to operate in Spain. At May 31, 1999 CSD had 697 631
subscribers, confiming CSD to be the leading satellite digital television operator in Spain.

Via Digital is the second digital platform operating in Spain. Via Digital commenced its operations in
September 1997. Its principal shareholder is Telefénica, S.A. According to information filed by Te]efomca at the
CNMYV, Via Digital had a total of 286,496 subscribers at March 31, 1999.

Cable Television

The Spanish cable televiston market has developed slowly in comparison to other European countriés. The

* Spanish cable legislation envisages that there will be two cable operators in each concession area: one.selected by

competitive tender, and the other one being 2 member of the Telefdnica group. Telefénica, however,imay not
start its operations for a moratorium period of two years from the date on which the concession is awarded to the
other operator in each concession area. Concessions have now been granted for al] regions except Extremadura,
Castilla La Mancha and Menorca. The first of these concessions to cable operators was awarded in July 1997 after
a prolonged period of debate concerning the legislative framework. Telefonica has announced its intention to start
operating in some regions shortly.

Although some operators had commenced infrastructure operations before formal authorzations were
granted, the build-out of systems by independent operators is still at an early stage. According to Kagan World
Media, as of December 31, 1998, there were approximately 2 million homes passed, and approximately 350,000
subseribers to cable television. Compared to other European countries such as Germany or the UK, cable
television penetration in Spain is at a significantly lower level.

The principal cable operators in the Spanish market include:
- Cableuropa, S.A. (ONO) (various regions throughout Spain) - Its license area includes approximately 2
million households. The principal shareholders are: Banco Santander Central Hispano, Grupo Ferrovial,

Multite] and Spainco, a consortium comprising General Electric, Bank of America and Callahan Associates.

~  Cable i Televisié de Catalufia S.A. (Catalonia) ~ Its license area includes approximately 1.8 million
households. The principal shareholders are Cableuropa, Endesa, Telecom Italia, and La Vanguardia.

- Madrite] Telecommunicaciones S.A. (Madrid) - Its license area includes approximately 1.7 million
households. The principal shareholders are Endesa, Unién Fenosa and Telecom Italia.

~  Supercable Andalucia. S.A. (Seville) - Its license area includes approximately 1.3 million households. The

principal shareholders include Endess, UNICAJA and Supercanal, one of the main cable operators in
Argentina.
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- Retecal (Regional de Telecomunicaciones de Castilla v Ledn, S.A.) - Its license area includes approximately
607,000 households. The principal sharcheolders are Hidroeléctrica del Cantdbrico, Endesa, Union Fenosa
and a number of local cable television operators. '

- Euskaltel, S.A. (Basque Country) - lIts license area includes approximately 633,000 households. The
principal shareholders are BBK and KUTXA, Telecom ltalia, Endesa, Retevision and the Basque Country
Regional Government.

The Sogecable Group has signed agreements for the supply of programming with the majority of cable
operators, for terms of between one and three vears. See “Business — Production and sale of the Group’s
Channels”.

Digital Terrestrial Television

On January 13, 1999, 2 competitive tender was held for the concession to operate national terrestrial digital
television. This concession, which permits the concession hoider to operate 3 multiplexed channels by digital
terrestrial means, each with a capacity of 4 single channels and 2 additional channels, has been awarded to Onda
Digital, S.A. The principal shareholder in Onda Digital, S.A. is Retevision.

The current holders of the private television concessions (being Antena 3, Telecinco and Sogecabie) were
not permitted to tender for the new digital concession. However, the relevant Jegislation grants.each of the
holders of private television concessions the right, upon request, to carry a digital channel in addition to its
analogue channel, on the same conditions as the original concessions. Sogecable, Antena 3 and Telecinco have
decided 1o exercise this right. RTVE’s two national analogue channels and the regional channels are: each granted
the right to request two digital channels.

In accordance with the relevant legislation, Sogecable has been awarded by a resolution of the Council of
Ministers on June 11, 1999 the right 1o operate a digital channel by way of extension of the scope ofits existing
concession, for the remainder of the initial term of the concession. The legislation envisages that, uponTenewal of
the concessions held by the private television operators, each of the operators will continue to have use of a
digital channel, to enable them to broadcast simultaneously i analogue and digital terrestrial format. In the case
of Canal+, the Company will be required to ensure that its schedule of encrypted and decoded broadcasting -
coincides on both the analogue terrestrial and dmta] terresmal channel. Cr

The legislation also enwsaoes that when each private television concession holder terminates analogue
broadcasting, it will become entitled to operate a muliiple digital channel (expected to have sufficient capacity for-
four single channels). This is, however, subject to the authorities being satisfied that adequate competition exists
in the market at the relevant time.

The plan adopted by the authorities for the development of digital terrestrial television in Spain envisages
that “switch-off” of analogue broadcasting will take place in 2012.

Regulation

The television market in Spain is subject to extensive regulation. Ses “Legal and Regulatory Environment”
and “Requirements and Restrictions Applicable under Spanish Law to Ownership and Transfer of Shares™ below.
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BUSINESS
Introduction

The Sogecable Group is the leading provider of pay-TV services in Spain, engaged mainly in broadcasting
and the supply of programming. At May 31, 1999, the Group had a total of 1,705,733 subscribers. The Group’s
pay-TV services are broadcast in analogue terrestrial and satellite DTH format. Canal+t is the Group’s premium,
first-window pay-TV channel, broadcasting to 98.4% of the Group’s subscribers as at May 31, 1999, in analogue
and digital format. Through CSD, the Group operates the leading multi-channel digital DTH platform in Spain,
with 697,631 subscribers as at May 31, 1999. In the year ended December 31, 1998, the Group had total operating
revenues of Ptas 103,856 million.

The Group also produces or co-produces ten theme channels (“the Group’s Channels™), which are broadcast
in Spain by CSD together with various externally-produced channels (“Third Party Channels”). In addition, the
Group's Channels and the majority of the Third Party Channels are distributed, through the Group’s arrangements
with numerous cable operators, via cable TV. In consequence, the Sogecable Group has become one of the
leading suppliers of pay-TV programming in Spain. The Group also has a leading position in the production and
distribution of films and the exhibition of films in cinemas in Spain.

An important factor contributing to the Sogecable Group’s leading position in the Spanish pay-TV sector has
been its acquisition of premium spons and movie rights. The Group has acquired (i) long term programming
rights for pay-TV and PPV from the major U.S. film producers such as Disney, Time Wamer, Universal,
Columbia, Paramount and Fox (together the “Majors™), generally on an exclusive basis for pay-TV and (ii) pay-
TV and PPV rights to the Spanish soccer league on an exclusive basis for pay-TV, and exclusive pay-TV rights to
other major sporting events. These contracts have strengthened the competitive position of the Group and,
together with programming acquired from other suppliers, provide the programming content for Canal+, CDS
and the Group’s Channels. . .

The Group commenced broadcasting of Canal+ in September 1990, in the analogue terrestrial format,
following the grant of a ten-year renewable concession to operate the first pay-TV channel in Spain. In 1993, the
Group stzrted in addition to broadcast a multichannel satellite analogue service. This was discontinued on
January 31, 1997, once the Group launched its satellite digital service. CSD was granted two five-year renewable
authorizations for the operation of a satellite television service effective from March 12; 1998 and to provide an
encrypted television service by means of a conditional access digital system effective from February 19, 1998, * .-
Group organization ;

The following chart shows the organizational structure of the Group:
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(13 The references to Canal+ and Film Rights above are to activities carried on by Sogecable, S.A. and do not represent separate legal
entities.

(2) Third parties have options to acquire a total of 15% of CSD’s share capital. See “Business — CanalSatélite Digital ~ Options over CSD
shares™.
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Competitive Strengths

Management believes that the Group has the following competitive sirengths:

o Canal+ is the leading premium pay-TV channel in Spain. Management believes that the historical success of
Canal+ in developing its subscriber base, both in analogue and digital format, demonstrates the
attractiveness of Canal+ as a premium channel with its distinctive programming package based on first
window pay-TV films and exclusive broadcasting of football and other major sporting events.

e  The Sogecable Group is Spain's leading pay-TV broadcaster. Building on the achievements of its Canal+
analogue service, the Group has successfully developed its CSD service to reinforce the Group’s position as
the leading pay-TV broadcaster in Spain, with 2 total of 1,703,733 subscribers as at May 31, 1999, in both
analogue terrestrial and satellite digital formats.

s Exclusive access to high-quality premium contenr. Access to premium films and sports programming rights
is the fundamental element in pay-TV subscriber growth in Spain. The Group has exclusive access to a wide
range of high quality content through its agreements with the Majors and the Mini-Majors, and through its
programming agreements for Spanish football and other major sports.

o  Leading supplier of pay-TV programming. The Sogecable Group is a leading supplier of pay-TV
programming in Spain, offering 1o the majority of Spain’s cable operators (i) the Group’s Channels,
covering films, sport, news, fashion, music, documentaries, children’s entertainment and travel and (ii) the
majority of the Third Party Channels.

e  Experience and know-how in subscriber management. Effective subscriber management systems are an
essential element of a successful pay-TV business. The Group has nearly 10 years of experience in
developing such systems, far more than its competitors in Spain.

e Vertically integrated presence in the Spanish film industry. The Group Is active in the production,
_ distribution and also in the exhibition of films. Through its leading position in this market the Group also
ensures access to top quality Spanish films for its pay-TV business. .

e  Strong sponsorship from its principal shareholders. The Sogecable Group benefits from management ang -
technological expertise provided by its two key shareholders, Prisa and Canal+ Société Anonyme. The Prisa
Group (as defined herein) is the leading multimedia group in Spain, publisher of one of the country’s leading
newspapers, El Pais, and the leading radio station Cadena SER. Canal+ Société Anonyme is Europe’s
leading pay-TV group. Both have contributed significantly to the development of the Group, and both have
confirmed their intention to continue as significant shareholders upon completion of the:Global Offering as.
iltustrated in the shareholders” agreement referred to in “Principal and Selling Shareholders — Agreement
among Principal Sharcholders™ belcw.

e Track record of growth. The management team has achieved a track record of successful growth in the
Group’s business and its subscriber base since the launch of operations in 1990. In particular, the Group has
achieved 44% compound annual growth in subscribers and 41% compound annual growth in revenues
during the last 10 years.

Strategy

The Company’s overall strategy for the future is 10 reinforce the Group’s current position as Spain’s leading
pay-TV broadcaster as a means to ensure long-term access to exclusive programming content. which in tum will
contribute to consolidate the Group’s position as the leading supplier of pay-TV programming in Spain.

The key elements of the Group’s strategy include the following:

o Reinforce the Group's position as Spain's leading pay-TV broadcaster by increasing the number of
subscribers to Canal+ and CSD. In relation to Canal+, the Group’s strategy is (i) to strengthen further the
channel’s position as the leading premium pay-TV channel in Spain by reinforcing the quality of its content
in films and sport; for example, Sogecable has recently acquired exclusive rights to broadcast the Spanish
basketball league (ACB) until 2002; (ii) in the context of the analogue service, Canal+ will be positioned as
a product that is easy to buy and install and therefore able to attract “impulse™ subscribers, and the Company
will also offer specific promotions such as a home delivery service or pre-paid trial periods.




In relation to CSD, the Group will seek to increase subscribership levels by (i) taking full advantage of its
existing portfolio of high quality, exclusive programming; (ii) promoting further migration from the Cznal+
analogue service to CSD; (iii) using special promotions, having regard to market conditions, to accelerate
growth in subscriber numbers, including promotions carried out in collaboration with programming
suppliers and service providers; (iv) enriching the current programming content, which already includes on-
line interactive services such as internet access and facilities for downloading software, by adding home-
shopping and home-banking; and (v) continuing to develop innovative strategies for program packaging to
arget new segments of the potential subscriber market.

e Ensure long-term access to exclusive pay-TV contenr. The ability to maintain access to exclusive

programming content on a long-term basis is an essential element in supporting the Group’s leading position
in the Spanish pay-TV market. Management aims to position the Group 10 maintain this high quality content
(i) by ensuring long-term growth in subscriber numbers, as described above, which will give the Group a
significant competitive advantage in future negoriations for key programming elements; (ii)- through
promoting public awareness of its major brands (such as Canal+, CSD and Cinemania) and emphasizing
their association with quality programming, which management believes will be an atraction for both
Spanish and international suppliers of programming; and (iii) by maintaining and strengthening the Group’s
established collaborative relationships with the Majors.

o Consolidate Sogecable’s position as leading supplier of pay-TV programming in Spain. The Group aims to
maintain its position as a leading supplier of programming content to cable operators in Spain and to
establish itself as a leading supplier of programming content for the digital terrestrial television market and
other forms of pay-TV when and if it is launched. To achieve these objectives, the Group will (i) continue to
develop theme channels in key pay-TV programming areas (using strategic alliances or joint ventures to do
so, where appropriate); (ii) develop new products, such as TV series and documentaries: and (iii) capxtahze
on its long-term exclusive programming content, as described above.

o Capitalize on leading position in the Spanish film industry. The Group has established a leading position in
the Spanish film industry in production, distribution and exhibition. The Group’s objective is for Sogecine 1o
produce 6 to 8 quality Spanish.films per year, and for Sogepaq to acquire full rights to 5-or 6 Spanish films
and 7 or 8 independent films per year. This is expected 1o maintain Sogecable as Spain’s leading film
producer and to ensure long-term access to hloh quality Spanish films. In addition Wamer Lusomundo
expects to open 15 new multiplex cinemas, with more than 180 screens in the next 4 to 3 years.

a

Management believes that pursuit of the strategy described above will enable the Group to take full
advantage of the significant growth potential which it believes exists within the Spanish pay-TV market.
According to Kagan World Media, current levels of penetration of pay-TV services, measured as a percentage of
total households with television sets, are low in Spain relative to more developed European markets such as
Germany, the UK and France. As a result, management believes there is potential for the Spanish market to grow
at rates in excess of these European counterparts in the short-to-medium term as the Spanish market moves

-towards the levels of penetration achieved in more developed pay-TV markets.

Canal+
Introduction

Canal=+ is the Group’s premium, first window pay-TV Channel and is broadcast in analogue terrestrial and
satellite digital format. At May 31, 1999, Canal+, had a total of 1,678,477 subscribers in its analogue and digital
formats. It offers viewers an attractive mix of first-run broadcasts of movies, exclusive coverage of major spons
events, music, children’s programs, news, currem affairs and documentaries. It has created a distinctive image in
the Spanish market with its high-quality and innovative style of broadcasting.

The channel was launched originally in analogue terrestrial format, and continues to broadcast in that
medium. In 1997, CSD was launched with Canal~ (in multiplexed “Canal+ Digital” format) as an integral part of
its programming. Since then a significant number of Canal+ viewers have migrated to CSD’s digital service
thereby electing to receive Canal+ Digital as part of the package of programming for which they contract.
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The following table shows the total number of subscribers to Canal+ as at December 31 in each year since
the channel’s inception, and as at May 31, 1999, The table also shows the breakdown of subscribers between
analogue ang digital services.

Canal+ subscribers

December 31 ) May 31

1990 1991 1992 1993 1994 1995 1996 1997 1998 1999

Total! .. ... 87,963 278,417 559024 767,562 969,636 1,204,613 1,366,063 1,464,894 1,593,614 1,678.477
Anzlogue . 87,963 278,417 559,024 767,562 969.636 1,204,615 1.366,063 1,208,019 1,009,601 1,008,102
Digitaj . 0 0 0 0 0 0 0 256,875 584,015 - 670375

% Cancellat:ons‘ 2! 1.7 3.3 8.1 7.5 8.0 6.7 7.7 8.1 8.9 4.3

(1) The number of subscribers as at each date shown above is the number of subscription contracts in force as at that date.

(2} Cancellations in any period are the number of subscriptions terminated in that period expressed as a percemaee of the aggregate number
of subscribers at the beginning of the period plus new subscriptions during the period. .

Since the launch of CSD’s service in 1997 the total number of Canal+ subscnibers has continued to grow.
The decline in anzalogue subscribers as at December 31, 1997 and 1998 reflects the migration of a number of
analogue subscribers to the digital services mainly as the result of 2 deliberate marketing strategyv of the Group to
encourage migrations in the initial period of CSD’s operation. Migration benefits the Group by enabling higher
levels of revenue per subscriber, in view of the wider range of services available to CSD subscribers, Despite the
ongoing migration of subscribers to digital services, the Canal+ analogue service is continuing to atmract
significant numbers of new subscribers: there were over 107,770 new analogue subscribers in the firs: five months
of 1999. The Group intends to continue to devote significant resources to the attraction of new analogue
subscribers for the foreseeable future.

It is important to note that the evolution of subscriptions to Canal+, and to CSD to a certain extent, is influenced
by seasonal factors. Seasonality can, to some extent, be managed by the Company by means of specific
promotions and marketing campaigns. See “—Commercial Policy” below. The following table shows, for 1957
and 1998, the percemtage of new subscription and canc=11ed subscnpnons for the Canal+ analooue service which
took place in- each quarter of the relevant year: , : L

o, _ o Q Q2 T3 o _ Total
PP . PRESE [ . ‘ % I R Y% %
1997
New subscriptions!’ =+ oo 299 - 214 18.1 30.6 100
Cancelled subscriptions® -+ - 23.0 248 274 24.7 100
1998
New subscriptions'" -+ 334 16.0 26.1 24.4 100
Cancelled subscriptions™ - - 210 26.0 29.2 23.7 100
1) Number of new Canal+ analogue subscriptions for the quarter as a percentage of the total number of new analogue subscriptions for the
vear,
(2) Number of cancelled Canal+ analogue subscriptions for the quarter as a percentage of the total number of analogue cancellations for the
vear,
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Programming

A key feature of Canal+ is its premium programming schedule, dominated by exclusive first-run films
(which are shown without advertising breaks) and the exclusive coverage of major sports events. In 1998, the
breakdown by broadcast hours on the original Canal+ channel of the principal categories of programming,
together with the percentage of programming costs of Canal+ represented by each, was as follows:

Canal+: programming in 1998

Hours Programming
Broadcast % Cost (%)

CInema. « oot e e e e e, 49.6 53.6
) 1012 S P 17.6 333
Children’s Programs . . . ... . i i e e e 6.9 1.3
MUSIC .« o oottt e e e 5.0 ©05
N WS ittt ittt et e e e e e e e 5.0 2.7
1 T=3 2 = 4.6 7.0
DO UM AT S o\ e i ittt e e e 4.1 0.5
814 ¢ 7.2 1.1

In its original format Canal+ broadcasts 24 hours a day, every day of the vear. Every day, approximately 18
hours of broadcasting is in encrypted format. The remaining 6 hours of broadcasting is in decoded format and, in
commen with other teievision channels, is available to approximately 93.69% of all households in Spain.

The decoded broadcasting of Canal+ includes news. magazine programs, talk shows (Lo + Plus) and Las
Noticias de! Guifiol (licensed from Canal+ Société Anonyme), a popular satirical program. This broadeasting
provides a promotiona! showcase for the channel’s programming schedule. Advertising is carried only during
decoded periods.

In addition to the original Canal+ channel, CSD offers two multiplexed versions of the channel, Canal+ Azul
and Canal+ Rojo (together with the:'original Canal+, known as Canal+ Digital). Each of these multiplexed:
channels broadcasts approximately 16 hours per day. The two multiplex channels make use of the programming
material carried on the original Canal+ channel and present it using altemative broadcasting schedules. As.a
result, Canal+ viewers who subscribe through the digital service of CSD have significantly more viewing time
flexibility.

Cinema

Canal= shows approximately 300 different first-run movies per year (each movie being given a set number
of showings both in the original channel and in the multiplexed versions). Of these, approximately 190 to 200 are
movies produced by the Majors, 10 to 15 are produced by Mini-Majors. 50 to 60 are Spanish productions
(including productions of Sogecine), and 40 to 50 are other European productions. Canal+ shows a first-run
movie 6 nights per week.

The position of Canal+ as the first premium channel in the Spanish market and the strong growth in
subscriber numbers since the launch of the channel, have placed the Group in a strong position to negotiate with
the leading U.S. studios, as its current portfolio of contracts with the Majors and Mini-Majors illustrates. Within
the overall set of rights which these contracts make available to the Group, Canal+ typically acquires the right to
the first pay-TV window, which generally commences approximately 18 months after the theatrical release. Fora
description of the contractual arrangements with the Majors and Mini-Majors see “~ Acquisition and
management of film rights” below.

In addition, Canal+ has access to high quality European and Spanish cinema productions through its
contractual arrangements with leading production and distribution companies and also through Sogecine, the film
production company within the Group, and Sogepaq, the Group’s film distributor. The Group complies with its
obligztions to broadcast on Canal+ certain minimum quantities of programming of European and Spanish
productions. See “Legal and Regulatory Environment” below.

Sport

The other major element of the programming offered by Canal+ is the live coverage of major sport events, in
particular the Spanish football league. Canal+ broadcasts, on an exclusive basis, one First Division and one
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Second Division Spanish league match every Sunday. For a description of the contractual arrangements covering
these rights, see “~ Acquisition and management of rights to sport events” below.

Canal+’s broadcasting of football introduced an innovative way to cover sports events. The Sunday evening
transmission of a First Division league match has introduced a number of innovative techniques in terms of
camera angles, statistical analysis and expert commentary. The football “package” also includes a trailer
program on Saturday (“E! Dia Antes”), an immediate post-match discussion in “El Tercer Tiempo”, and a
Monday night review of the weekend’s goals and news in “El Dia Después”.

In addition to football, the Group has recently entered into an important new contract which provides Canal+
with the exclusive rights to broadcast the Spanish basketball league (ACB) from September 1999 with one game
per week broadcast live and other matches shown on Sportmania (with the ACB having third choice rights for
certain games to be shown free-to-air). Within the Group, Canal+ will have first choice in determining which
game it will broadcast live, and which of the remaining games will be shown on Sportmania, the Group’s
dedicated premium sports channel. Canal+ also benefits from the Group’s extensive portfolio of rights to show
major international sports events on an exclusive basis in Spain. Currently, these include major golf events such
as the Augusta Masters, British Open, U.S. Open and the PGA, and the Golden League athletics tournament. The
popularity of specific events varies from year to year depending on the extent of Spanish involvement. However,
the Group believes that the broadcasting of these prestige events contributes to the perception of Canai+ as
Spain’s leading premium channel. In addition to the events listed above, Canal+ currently shows on an exclusive
basis the best of American football and basketball. The Group's portfaho of rights to sporting events is descnbed
further in “— Acquisition and management of rights to sports events” below.

Commercial Policy

In determining its commercial policy, Canal+ has recognized the paramount importance of maintaining
close contact with its subscriber base in order better 10 meet their demands. Regular surveys of subscribers are
carried out and, with the benefit of this information, the Group has been able to shape its commercial policy
accordingly. See “— Customer Service - CATSA” below.

The initial successes of Canal+ were achleved in major cities with relatively high levels of disposable

" income such as Madrid and Barcelona “and the channel’s initial marketing policy reflected the expestation that

these areas would be the largest sourtes of subscribers. However the total of 1,678,477 subscribers which Canal+
had as at May 31, 1999 indicates that, in approximate terms, some 5 million people have access to the channel in
its encrypted format. This in tumn implies that the profile of the subscriber base has broadened considerably in
recent years. This reflects a more widespread acceptance in Spain of the concept of paying for television. As at
May 31, 1999, 46.5% of subscribers to the Canal+ analogue service were from six provinces, namely Madnd,
Barcelona, Valencia, Seville, Bilbac and La Corufia.

The launch of CSD in 1997 required the Group to reassess the marketing of Canal+. The availability of
Canal~ in the satellite digital packages offered by CSD has been an important attraction to the public, and in the
early days of CSD’s operations, the Group positively encouraged the migration of Canal+ analogue subscribers to
the digital service. Since CSD was launched in January 1997 there have been over 550,000 migrations. However,
1t has become apparent that there is still considerable potential for the Canal+ analogue service to attract new
subscribers. The practicalities of the analogue system are very simple: the product is accessible since the
subscriber can acquire the necessary decoder and key pre-packaged in hypermarkets, and make the connections at
home himself or herself. The connection of the decoder has become even simpler in recent years, as the new
generation of televisions has included a scart socket as a standard item, thus removing the need for an additional
adapter 1o be fitted. Accordingly, one current focus of the marketing of the Canai+ analogue service is 1o promote
sales on a “self-service™ basis through large stores. In addition, a home delivery service has been launched and a
pre-payment systern by which subscribers pay a certain amount and 1ake Canal+ for a limited period of time with
no long-term subscription commitment has been implemented.

Another objective of the current commercial strategy of Canal+ is to create peaks in demand at particular
points in the year (such as Christmas or Father’s Day) through specifically targeted advertising campaigns. In
addition, the Group is taking steps to redress the traditionally high number of canceliations at the beginning of the
summer holiday season by emphasizing that subscribers can take the deceder 10 a holiday home and plug it in
there. See “— Introduction™ above.

There have been changes in the pricing structure for Canal+ analogue. In the initial period of operation the
subscriber paid a deposit guarantee, which was returned upon cancellation and return of the decoder. In 1995, an
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additional (non-returnable) connection fee was also introduced. Since January 1998, the deposit guarantee has not
been required from new subscribers, and accordingly the only amount payable by a new subscriber currently is
the non-returnable connection fee. As at December 31, 1998, the amount recorded in the Group’s consolidated
financial statements in respect of deposit guarantees was Ptas 12,432 million. In January 1999, this connection fee
was reduced from Ptas 15,000 to Ptas 9,950, whilst the monthly charge was increased to Ptas 3,750. The Group
believes this change in pricing structure will contribute to promote “impulse” buying of the analogue service.
The connection fee and monthly charge are now the only payments which subscribers are required to make for
the analogue service (together with the rental of an adapter, where necessary).

The following tables show the history of the connection fee, the deposit and the subscription fee for Canal+
analogue subscribers:

Analogue Subscribers Connection Fee and Deposit

Connection
Date Fee®” Deposit
(Ptas) (Ptas)
September 1990 ... ..o e 0 15,000
February 1992, .. ... i e e e 0 20,000
January 1905, . e 2,500 15,000
ANGUSE 100 e 5,000 10,000
February 1996, .. ... . e 6,000 9,000
October 1996 . ..ot e et e 9,000 6,000
January 1997, L e 9,000 6,000
January 1998, . e e 15,000 0
from January 1999 .. . ... e 9,950 0
(1) VAT included
Monthly Subscription Fee
Monthly
Date . e . - Feel
- T TS » S (Ptas/

B : - ot s _ Subscriber)
September 1990 ........... P e - 3,360
January 1902, . e e © ot 3,390
August 1092 L L e e e e e 3,450
January 1003, L e e e e 3,180
February 1993, .. . i e e e e e 3,500
January 190, . e e e 3,533
February 1907, .. . e 3,533
March 1907 o e e e e 3,660
from January 1999 ... ... ... . ... ... ... e e e e e 3,730

(1) VAT included

Distribution network

Sogecable has a network of approximately 5,148 points of sale, which serve both the znalogue terrestrial and
CSD operations. These points of sale comprise a direct distribution network of 1,639 outlets, and sub-distributors
totalling 3,509 outlets. Within the direct distribution network, 247 points of sale are in large stores (including
branches of large department stores such as El Corte Inglés and Pryca), 839 are in other chain stores and 583 are
independent outlets. In the period from January [, 1999 to May 31, 1999, the percentage of Canal+ analogue sales
by number of new subscribers represented by each of these categories was as follows: large stores 37.2%; other
chain stores 37.1%; independent outlets 14.6% and sub-distributors 11.2%.

The level of sales through large stores is usually higher for analogue subscribers, who acquire and install the
equipment without technical assistznce being required, than for digital subscribers. See “—~ CSD — Distribution
and installation”, below. Sales of analogue terrestrial services involve the new subscriber taking home a box
containing the decoder and a key, with instructions on how to connect the equipment to his or her television. The
subscriber is then required to call the subscriber management center to confirm connection and to return a signed
coniract.
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The Group’s commercial network is divided into six territories centered around Madrid, Barcelona, Bilbao,
Valencia, Seville and La Corufia. The Group has an internal team of approximately 80 commercial agents who
manage relations with the distnbutors. The Group also organizes regular training coursés for its distributors.
Distributors receive a single fixed commission payment of approximately Ptas 3,000 for each new subscription
regardless of the length of the subseription.

Transmission and technology
Decoders

The equipment which the subscriber uses to connect to the analogue terrestrial system comprises a set-top
decoder and a “key”. For subscribers whose television set does not contain a scart socket, a radiofrequency
adapter is provided. This item is rented to the subscriber at Pras 505 per month in addition to the monthly
subscription fee.

The set-top decoder contains the technology needed to decodify the encrypted signal. The Group has in the
past used three suppliers to manufacture decoders for its analogue terrestrial service. However, no recent
purchases of new analogue decoders have been made by Sogecable. Management believes that, in light of the
launch of CSD and the anticipated eventual migration of a majority of subscribers from Canal+ in its analogue
formar to CSD, the Company’s existing stock of decoders will be sufficient 1o meet future demand. The decoders
returned by migrating subscribers at the end of their contracts are repaired and made available for use by new
analogue subscribers. For this reason the Group has not acquired new znalogue decoders since 1997, The net
value of the Canal+ decoders, adapters and keys was Ptas 7,369 million at March 31, 1999.

The chip contained in the “key” which is provided tw the subscriber contains his or her personal
identification details. This enables Canal+, through the broadcast signal, to switch on the decoder when the
necessary pavment arrangements are put in place at the beginning of a subscriber’s contract, and to SWIICh][ off if
the subscriber defaults in payment. :

The Group believes that the conditional access technology used in its system, which is derived from the long
experience of Canal+ Société Anonyme, provides a high level of security and accord1n°ly the Group believes
piracy is not a swmﬁcant concern for the analogue service.

The Syster conditional access technology used in the analogue decoders is licensed from Nagra+, a company
which is owned as 10 50% by Canal+ Société Anonyme.

Transmission of the signal

The Group distinguishes two phases in the transmission of the signal: (i) the transmission of the signal from
the facilities of Canal+ to the subscribers and (ii) the transmission of the signal from external events, such as a
sports event, to the facilities of Canal+. The Company has entered into an agreement with Retevisidn, the second
telecommunications operator in Spain, for the transmission of the signal from Canal+ facilities to subscribers. In
this capacity, Retevision is acting as the monopoly owner of the relevant infrastructure untit April 2000 and is
required under Spanish law to provide this element of the service on transparent, non-discriminatory, cost-based
terms. As a result, Retevision is operating for RTVE, Antena 3, Telecinco and the regional television channels, as
well as for Canal~ in its analogue format. The fee for use of the monopoly infrastructure owned by Retevision is
determined by the Comision Delegada del Gobierno para Asuntos Econdmicos.

However, with effect from April 2000, the carrier service for the Group’s analogue terrestrial signal will be
open to competition, and the service could be provided by other operators. While the Group believes that the
opening of this market to competition is likely to be beneficial for users of the transmission services, if the
Company were unable to maintain access to the transmission service of Retevisién or to contract for Retevision’s
services on terms and conditions comparable to those currently in effect, this could materially inhibit the
Company’s ability to provide Canal+ in its analogue format to subscribers, which could have a material adverse
effect on the financial condition and results of operations of the Group.

Signals from external events are transmitted to and collected at Canal+’s central broadcasting facility in
Torre Picasso, Madrid. This transmission service is provided by several telecommunications operators in Spain
and the Company currently has a contract for this purpose with Retevisidn. Once the incoming signals have been
processed and, where appropriate, encrypted, the signal is then transmitted for broadcasting to the subscribers
through the conventional terrestrial broadcasting facilities of Retzvision.
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General

The Group believes that the technological structure of the analogue terrestrial service, both in terms of the
decoder and conditional access system, and the transmission of the signal, is stable and does not anticipate major
changes in the coming years.

CanalSatélite Digital
Introduction

CSD is the leading satellite digital DTH platform operating in the Spanish market. CSD commenced
broadcasting on January 31, 1997 through the Astra satellite system. It offers subscribers a range of programming
packages which contain Canal+ Digital, the Group's Channels, the Third Party Channels and PPV and interactive
services as the basic elements. Approximately 96% of CSD’s 697,631 subscribers at May 31, 1999 included
Canal+ Digital in the package which théy receive.

CSD’s service was launched in January 1997. On February 19, 1998 CSD was granted, in accordance with
the applicable legislation, authorization to operate a conditional access telecommunications service, and on
March 12, 1998 CSD was granted authorization to provide satellite digital television services. Each of the
authorizations was granted for an initial period of 5 years and is renewable upon CSD’s request. See “-
Transmission and technology” and *Legal and Regulatory Environment” below. '

The following table shows on a quarterly basis how the numbers of subscribers to CSD’s services have

increased since its launch, and also shows the number of subscribers at May 31, 1999, As at May 31, 1999, 74.4%
of the subscribers to CSD had migrated from Canal+’s analegue terrestrial service.

CSD subscribers as at quarter end and at May 31, 1999

1997 1998 1999
Ql Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 May 31
Total. ...... 22,506 60,688 120,089 260,168 436,809 506,047 547,557 599,350 670,141 697,631 -

. (1) As explained above. a high percentage of the subscribers to CSD take Canal+ ‘Digital. These subscribers are included both in the tablé >

above and also in the tzble of total Canal+ subscribers in ~- Canal+" above.

As noted above in relation to Canal=, there is an element of seasonality in the evblun’on of subscriptions.
The following table shows, for 1998, the percentage of total new and cancelled subscriptions for the year which
took place in each quarter of the year (although these figures were affected to some extent by the major
promotional campaign undertaken by CSD in the first quarter of 1998):

1998
Q1 Q2 Q3 Q4 Total
% % % % %

New Subscriptions. . ... ...ttt 4
1

9.4 20.3 15.4 16.9 100
Cancelled Subseriptions. .. ...... ... ... . i, 3

18.6 25.0 39.1 100

Services

The introduction of digital technology to television broadcasting marked a significant change in the
television industry. See “The Spanish Television Market — Analogue and Digital.”

Digital technology also permits the downloading of software to the subscriber’s terminal, therefore allowing
the Group 1o offer its subscribers a range of interactive services. The services offered by CSD can be grouped in
three categories: the provision of television and audio channels; PPV services; and interactive services.

TV and audio channels

A CSD subscriber can access a total of 98 television and 5 audio channels using the satellite digital service.
These include Canal+ Digital in its basic and multiplex versions, the Group’s Channels, Third Party Channels
which CSD acquires to include in its programming offer and also a number of other channels that are broadcast
free to air through the Astra satellite system. The extent of an individual subscriber’s access to the encrypted
channels supplied by CSD depends on the programming package chosen by the subscriber: see “— Television
Programming” and “- Commercial Policy” below.
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Pay per view

CSD offers PPV services to all its subscribers covering football, films, Formula 1 motor racing, adult
entertainment and concerts. The PPV service has been particularly successful with respect to football and films.
Up to 21 channels are used to provide PPV services, of which 11 are available for cinema and 8 for sport.

Since October 1998, CSD has held the exclusive PPV rights to the First and Second Division of the Spanish
football league. By virtue of an agreement between the Company and Telefonica Media, S.A. of June 17, 1999,
such PPV rights are now shared with Via Digital. CSD has acquired the PPV rights in Spain for Formula 1 from
Canal+ Société Anonyme. This service uses seven channels to allow the subscriber to select different images
from a range of camera angles. See “— Acquisition and management of rights 10 sports events” below. In films,
the Group’s contracts with the Majors, as well as others, provide CSD with PPV rights in Spain.

The following table shows the respective percentage contribution of cinema, football and other categories to
total PPV purchases for the years ended December 31, 1997 and 1998.

Percentage of total PPV purchases 1997 1998
L0111 PP 35.5% 50.7%
Football .. e e e 43.9% 48.5%
L 111 N 0.6%  0.8%

Interactive services

The digital technology enables CSD to offer its subscribers interactive services. Currently the range of
services offered include games, weather information, a television guide and a home banking service developed in
collaboration with Banco Bilbao Vizcaya, S.A. CSD intends to expand the range of interactive services offered
significantly in the coming months, The set-top terminal provided to subscribers includes a slot for the
subscriber’s credit card, for example, 10 make payment for home-shopping services. CSD is currently in
discussions with banks to develop the required payment systems.

The Group anticipates a major increase in the use of interactive services. In the context of home-shopping
CSD 1~ working with suppliers on the logistics of delivery services: CSD believes that efficient and rehable
dL]l\gr\ will be ﬁmdamema] 1o the successful development of this service.

Television programming

The kev clement of CSD’s programming offer is Canal+ Digital. This offer is supplemented by the Group’s
Chunnels. cach of which has been developed with distinctive and high quality content. Where considered
appropnate. the Group®s Channels have been developed in association with external partners that have a strong
brund recogniion and a reputation for quality such as Fox and CNN. See “— Production and sale of the Group’s
Channals™ below,

in addinon. CSD has selectively acquired programming content from third parties. The packaging of the
clemenis of programming offered by CSD is described in “— Commercial Policy” below.
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The following table shows the programming offered by CSD:

CSD: Programming Offer

Canal+ Digital Content Third Party Channels Content
Canal+. ........... Premium channet Cineclassics .. ...... Classic film channe}
Canal+ Azul. .. ..... Canal+ Multiplex Disney channel . ... .. Childrens entertainment channel
Canal+ Rojo........ Canal+ Multiplex C:Directo . ........ Interactive multimedia channel
Seasons ... ... ... Hunting, Fishing and Nature channel
The Group’s Channels Muzzik ... ..., ... Music channel
Cinemania ......... Film channel Medicina TV ... . ... Professional channel
Cinemania Azul. ... Cinemania Muliiplex INT . Clessic films channel
Cinemaniza Rojo. ... Cinemania Multiplex Paramount Cozedy . .. Comedy channel
Real Madrid TV ... .. Sports channe! AXN .. ... ... ... General entertainment channel
FoxKids ....... ... Childrens channel Cartoon Network. . . . . Cartoon channel
Sportmanfa......... Sperts channel Nickelodeon . . ...... Childrens channel
Documania. ........ Documentaries Eurosport. . ........ Sports channel
CNN+ L Spanish News channel Discovery. . ........ Documentaries
Vigjar . ........... Travel channel CNN . ..o ee International News
Estilo............. Fashion and celebrities Euronews. . ........ European News channel
Cooninne Multimedia channet Méteo .. .......... Weather channel
WOTV ... Music videos Canal Canarias ... ... Tourism channel
Andalucia TV....... International version of Canal Sur
PPV and Interactive Channels TVG .o Catalan channel S
Taquila........... Pay per view channels - Fashion TV . ....... Fashion channe! e
Mosaico. . .. .. ... Self-promotion channel MTV. o Music video channel ¢
Guia............. Elecrronic program guide MCM Africa........ African music channet
Jugar........ A Interactive games' charnel Audiomania .. ...... 6 radio channels
Multimésica . . . ... .. 15 audio channels of international
music
Multicldsica .. ... ... 10 music radio channels
Radio............. Channel with 6 Spanish radio
stations
CNBCNBC ........ Financial information and
entertainment

Radio Internacionales. . Radio channel
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The following table lists the channels that broadeast free-to-air through the Astra satellite system and to
which CSD subscribers have access:

Channels Broadcast Free-to-Air

Channel Content Channel Content
Deutsche Welle. .. ...... German channel in English, EinsExmma . ........ German movie channel
German and Spanish Eins Festival. . ... ... General interest
Raiuno............... ltalian public channel Eins Muxx......... General interest
RTPI................ Portuguese public channel 3SAT. . ... Genera! interest
TVS (o French speaking news channel WDR Femnsehen . .. .. German movie channel
Arte. ..o Cultural channel Suedwest3......... German regional channel
La Cinquiéme. ......... French channel MDR Femsehen . .. .. German regionel channel
Travel ............... Travel channel Bl Fernsehen ... . ... German regionzl channel
Grand Tourisme ........ Travel channel N3, oo German regional channe!
Sky News............. News channel Hessen Fernsehen . ...  German regional channel
RTL2............... General interest Baverisches FS . .. ... German regional channel
SuperRTL............ General interest ORB Fernsehen. . . . .. German regional channel
VOX ...t General interest ORF............. Austria channel
DasErste............. General German channel TW oo ool German language channe)
ZDF .. General German channel ZDF infoBox....... German language channel
CSAT .o ... .. German films and sport Astra Vision. . .. .. .. Promotional channel
ProSieben Zwei. .. .. .. .. Family channel RIM........ ... Moroccan public channel
DSF ... . Sport channel ESC ... .. .. ... Egyptian public channel
Kabel 1 ............ .. German films and sport TVT . e General interest -
Ante/Kika. ... ... ... .. German-Fran_cé culture channel
Phoenix . ............. General interest
Commerciaf policy Y,

CSD offers its subscribers a flexible range of programming packages based on four key elements:

¢  Canal+ Digital, which includes Canal+ in its original format and in the multiplexed versions (Canal+
Azul and Canal+ Rojo):

e the Basic package, which includes certain of the Group’s Channels such as Fox Kids, Sportmania,
40TV, Estilo. Viajar, C: and CNN+, as well as certain Third Party Channels such as TNT, Cartoon
Network, CNN International, AXN, Paramount Comedy, Nickelodeon, Eurosport and MTV;

e Cinemania in its basic format and in two multiplexed versions (Cinemania Rojo and Cinemania Azul);
and

e the Disney Channel.

A subscriber may select the Basic package, described above, for a monthly fee of Ptas 2,595. Other
combinations include:

e  Canal+ Digital for Pras 3,750 per month;

e  Formula Familiar (Basic, Disney, Cinemania and Cineclassics) for Ptas 4,495 per month;
e  Premium + (Basic and Canal+ Digital) for Ptas 5,995 per month;

e  Premium + Disney (Premium + and Disney) for Ptas 6,590 per month;

*  Premium + Ciné (Premium +, Cinemanfa and Cineclassics) for Ptas 6,995 per month; and
e  Premivm + Familiar (all 4 elements), for Pras 7,590 per month.

In addition, the subscriber has the option to add various channels, such as Real Madrid TV, Muzzik and
Multicldsica, C: Directo and Seasons for Ptas 750 each per month, the Movie Option (Cinemania and
Cineclassics) for Ptas 1,450 per month, Disney for Ptas 995 per month or CSD’s new professional channel for
doctors and pharmacists, Medicina TV, for Ptas 1,500 per month.




In addition to the monthly charges referred to above, subscribers pay an initial connection fee {currently Ptas
15,000), plus a monthly decoder renta) charge (which is currently Ptas 1,000 per month). Costs of installation of
the satellite dish and cabling are not included in this charge — the subscriber pays these direct to the installer.
These arrangements may vary when CSD launches special promotions,

The following table shows how the connection fee, the decoder rental fee and the monthly subscription fees
have evolved since CSD was launched in January 1997.

Evolution of CSD prices™”

Februarv 97 to December 97 10 April 98 to January 99

December $7 April 98 December 98 onwards
Connection fee .........ovvvvvnnn .. 32,500 32,500 15,000 15,000
DecoderRental .. ................... 1,000 1,000 1,000 - 1,000
Maonthly Subscription fee
Packages
Basic ...... [ 1,995 1,995 2,493 2,593
Canal+ Digital. .. ................... 3,660 3,660 3,660 3,750
Formula familiar. .. ................. 4,495
Premium+ .. ..... . ... 4,995 4,995 5,595 5,893
Premium<=Cine .................... 6,993 6.995
Premium + Disney . ........... oot 6,590 6,590
Premium = Familiar ................. 7.590 7.590
Options ‘
CInE . i e 1,450 2,495 o 1,450
Disney . ..ot 1.495 - 095
SASONS. . o e 750 750 ‘ 750 750
Muzzik. . ... 750 750 750 750
Lo o7} <1 VR 750 ' 750 L - 750
Real Madnd TV .......... .. ... ... » 7507
Medicina TV. .. .................... ' ' 1,300
PPV Cinema . R
Cine ESteno .- ... .ovoi i i iiie e 600 600 600 600
CineReestreno .............vevun.. 430 45Q — —
Offerofthe month .................. — — — 995
PPV Football
R.Madrid/Barcelona matches .. . ........ —_ 995 1,195 1,825
OtherTeams. ......... ... .. — 995 1,195 993

{1) VAT included.
(2} From June 1998

The following table shows the distribution of subscribers between the Basic package and the Premium
packages:

1997 1998 May 1999
Basic ............ e e e e e e e e e 1.3% 2.4% 3.0%
Premiumoffers .. ... ... i 98.7% 97.6% 97.0%

The geographic spread of subscribers 1o CSD is broadly similar to that for the Canal+ analogue service. As
at May 31, 1999, 44.2% of subscribers 1o CSD were from six provinces, namely Madrid, Barcelona, Valencia,
Seville, Bilbao and La Coruiia.

Distribution and installation

CSD uses substantially the same distribution network and the same internal sales force as the Canal+
analogue service, described in “~ Canzl+ -Distribution network” above. The relative importance of each
distribution channel is, however, different for CSD. In the period from January 1, 1999 to May 31, 1999, the
percentage of sales by number of new CSD subscribers represented by each of the distribution channels was as
follows: large stores 4.5%; other chain stores 37.4%; independent stores 44.0%; and subdistributors 14.1%. The




system of commission payments is also distinct. The CSD distributer receives a variable commission related to
the first monthly charge, which depends on the package subscribed.

Connection of a new subscriber to the CSD service is more complex than in the case of analogue terrestrial
service, and requires a professional installation engineer to fit the satellite dish and cable required. Since June
1998, CSD has not provided the installation service but rather has used independent installers. Accordingly,
either the distributor provides the installation service itself, as is often the case with the smaller distributors, or
arranges for a third party installer 1o provide the service, which is the usual practice of the large department stores
or hypermarkets which sell CSD’s service. Generally, all installation charges are paid directly by the subscriber
although as part of specific, short-term promotions, the installation charges may be covered by CSD.

The satellite dish required to receive CSD is owned by the subscriber while the decoder is rented from CSD
for Pras 1,000 per month. In the future, it is possible that decoders will become available for sale directly to the
subscriber. .

Transmission and technology
Decoders

CSD has adopted the simulcrypt decoder technology. Simulerypt decoders carry 2 “conditional access”
module inside the box and are compatible with services offered by other operators with whom CSD reaches an
agreement. CSD’s digital decoders also feature an additional smart card slot that allows CSD to provide services
such as home shopping and home banking which are currently being developed. Decoders with simulcrypt
technology are produced by various companies such as Philips, Sony and Pioneer.

The Company plans to invest in new digital decoders to meet the demand from new subscribers 1o CSD. The
level of investment will be determined by the growth in new subscriptions.

The MediaGuard digital conditional access technology in the decoders provided is licensed from- Société
Européenne de Conirdle d'Acces (“SECA™), a joint venture company, owned as to 50% by Canal+ Société-
Anonyme and 50% by Bertelsmann. The MediaHighway interactive system technology is licensed directly from
Canal+ Société Anonyme. The conditional access and interactive technology used by Sogecable is used in 12
countries, Approximately 3 million digital decoders using this technology are in operation. The technelogy-is
flexible and capable of further development. " o

Due to the sophistication of the conditional access technology the Group believes that piracy is not at present
a significant concern.

CSD has developed a comprehensive maintenance and repair scheme for its subscribers. CSD has entered
into maintenance arrangements which provide a rapid repair service to subscribers with immediate replacement
of the subscriber’s decoder where necessary. Decoders have a thirteen-month guarantee during which the cost of
any repairs is met by the manufacturer. After the expiry of the guarantee CSD assumes the costs of repair. To date
CSD has experienced very low levels of technical problems with the decoders. Satellite dishes are maintained by
the initial installer who is notified by the distributor.

The Group’s technological infrastructure in the digital field is relatively new. Despite the rapid growth and
technological developments in this area, obsolescence of the Group’s equipment is not seen as a serious risk in
the near future.

Transmission of the signal

CSD has various contractual arrangements with Société Européenne des Satellites, S.A. (“SES”) for the use
of seven transponders in three separate Astra satellites located at an orbital position of 19.2° East. A separate
contract is in place for each transponder. All the contracts are for periods of ten years and expire at various dates
in the years 2006 and 2007.

These transponders give CSD the capacity to broadcast 535 conventiona! television channels. CSD currently
uses 51 television channels, 5 audio channels and 2 interactive service channels. CSD’s transponder capacity is
used to broadcast the Group’s Channels and Third Party Channels, PPV and interactive services to subscribers.
However, the total number of channels available to CSD subscribers through the Astra satellite is 98 television
channels and 5 audio channels, including 40 television channels which are broadcast free to air on Astra.

The Group believes that, with current improvements in digital compression technology, it would be possible
to increase CSD’s capacity on the Astra satellites to approximately 66 channels, should the need arise. The Group
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may also rent additional space on the Astra system if required. Accordingly the Group does not consider that
satellite capacity constraints will limit its future expansion.

It is SES’ policy to maintain one back-up transponder to support each transponder in use. The spare
transponders are spread over the total of 9 satellites in operation. In addition, the fact that CSD’s transponders are
carried on three different satellites reduces the risk of a catastrophic failure of the system.

Under the arrangements originally entered into by CSD with SES, the up-link to the Astra satellite system
was initially carried out from Luxembourg. This function has gradually been transferred to Spain and whilst the
up-link to four of the seven transponders is still carried out from Luxembourg, it is expected that from October
1999 CSD’s entire operation will be carried out in Spain.

Options over CSD shares

The Company has a shareholding of 92.5% in CSD. The other shareholders are Promociones Audiovisuales
Reunidas, S.A. (5.0%) and Antena 3 (2.5%).

At present there exist option agreements with two of the Majors, namely Time Wamer and Disney, covering
in the aggregate up to 15% of the capital stock of CSD.

The option granted to Time Warmer is in respect of 10% of the capital stock of CSD. The Company believes
that if the option were to be exercised, the exercise price would fall in the range of U.S.$ 320 million to U.S.8 420
million (for 100% of the capital stock of CSD), based on the price mechanism included in the option agreement.
Such range is set with reference to the valuation of CSD as of the option agreement date (June 30, 1997). The
option exercise period expires in the first quarter of 2000.

The option granted to Disney is in respect of 5% of the capital stock of CSD, and Disney has given notice to
exercise its option. The exercise price is set by reference to two valuations of CSD by seller and buyer as of the
date of the option agreement (April 25, 1997). However, given that the percentage difference between the buyer’s
valuation and the seller’s valuation exceeds a percentage level determined in the option agreement, the option
provides that the parties will enter good faith negotiations to determine another method of calculating the value of
CSD as at April:23, 1997. The parties have not re‘aghegi agreement on what such method will be. =

Production and sale of the Group’s Channels ’ oo
Production ;

The Group produces or co-produces ten chanriels in addition to Canal+. These channels are (i) Cinemania, a
premium movie channel, (ii) Sportmania, a premium sports channel, (iii) Real Madrid, a mini-premium channel
focusing on the Real Madrid football team, (iv) Fox Kids, 2 cartoon channel, (v) 40 TV, a music channel, (vi)
Documania, a documentary channel (vii) Estile, a showbusiness/lifestyle channel and (viii) Viajar, a travel
channel. In addition, the Group’s two newest channels are CNN+, which is produced by CINTV, a 50%
subsidiary of the Company, and C:, which is produced by CSD. CIT, S.L., a wholly owned subsidiary of the
Company, provides centralized services to the channels, including management, accounting, technological
maimenance and services and co-ordination of promoticnal advertising.

Cinemania. Cinemania is a 24 hour premium movie channel primarily focused on two areas: (i} second-
window showings of U.S., European and Spanish feature films and (ii) films from the libraries of the Majors.
Approximately 23% of its movies are second window showings of films that are first shown on Canal+. The
remainder are library films. In addition to films, Cinemania also programs interviews and documentaries relating
10 movies being shown. Cinemania is produced in multiplexed format, with three channels showing the same
content on different schedules. Cinemania is one of the channels included in CSD’s “Cine™ package, and is also
available zs a specific option. The commercialization of this channel by cable has recently started. The Group
believes that there is a large potential to increase the number of cable subscribers in coming years, because
Cinemania has not so far been aggressively marketed to cable operators. Cinemania has been incorporated as
Cinemania, S.L., a wholly owned subsidiary of CIT. Three of the Majors have been granted options to acquire
shares in Cinemania, S.L., in respect of an aggregate of 30% of its share capital.

Sportmania. Sportmania is a premium sports channel, which operates 24 hours per day. Among its most
significant sports events broadcast are football (best matches of ltalian, Argentine and Brazilian leagues),
basketball (Spanish ACB league and NBA), handball, golf (including PGA, U.S. Open and British Open), rugby,
volleyball (including beach volleyball), auto racing and track and field. Sportmania is sold through CSD as part of
the Basic package which is also distributed to cable operators. The company which markets Sportmania is




Sogecable Fatbol, S.L., a wholly owned subsidiary of CIT. Sportmania’s main competitor is Eurosporm, a
European-wide premium sports channel. The Group believes that Sportmania is well positioned to compete with
Eurosport, because its offerings are tailored to the Spanish market and because many of the offerings of Eurosport
are also available on free to air television. Sportmania’s other competitor is Teledeporte (a Via Digital channel),
which focuses on the second-window showings of big sports events although a large part of Teledeporte’s
coverage is broadcast free to air on TVE-2.

40 TV. 40 TV is a 24 hour music channel, which presents concerts. music video clips and reports and news
focusing on music. This channel follows a radio top 40 format, focusing mainly on Spanish artists, but also
showing video clips of international artists. 40 TV is sold through CSD as pan of the Basic package and is also
distributed to cable operators. This channel has been incorporated as Sogecable Musica, S.L., which is 50%
owned by CIT and 50% owned by Sociedad de Servicios Radiofénicas Unién Radio, S.A. (“Unidn Radio”). An
option has been granted to one of the Majors 1o acquire up to 23% of the share capital of Sogecable Musica, S.L.
The competitors of 40 TV are MTV, Sol Misica, Ritmo Son and VH-1. Management believes that 40 TV has an
advantage over its competitors because jt is focused on the Spanish top 40 chart, whereas its competitors focus on
a broader international audience with different tastes to the Spanish audience. 40 TV is managed by Unién Radio.

Real Madrid. This channel, which operates 12 hours per day, focuses exclusively on the Real Madrid
football team. 1t features reports on training, old matches and trivia programs, It does not, however, show live
Real Madrid matches. This channel is one of only three channels worldwide exclusively dedicated to 2 football
team. The others are the Manchester United Channel in England and Olympique Marseille in France. The Group
understands that a similar channel will socn be launched in Spain, relating to F.C. Barcelona. This channel is a
mini-premium channel. At the moment it is only distributed through CSD as a special option. Initially, this
channel operated without cherge in order to establish a subscriber base. At May 31, 1999, it had 43,575
subscribers.

Fox Kids. This is a children’s channel. ]t is distributed through CSD as part of the Basic package, and is
also sold to cable operators. This channel is incorporated as Fox Kids Espafia, S.L. and is owned as to 50% by
CIT and as to 50% by Fox Kids Europe Limited. Fox Kids Espaia, S.L. has several agreements with Fox Kids
Europe Limited providing for supply of content, the license of the Fox Kids brand name and other services. The
competitors of this channel include the Cartoon Network, for which the Group has distribution rights in Spain.
Other competitors include Club Super 3 and Panda.

Documania. This channel focuses on documentaries, CIT has various agreements with organizations such as
the National Geographic Society, HBO and BBC to provide content. Documania is the third most popular of the
Company’s channels. CIT is currently planning a marketing campaign to promote the Documania brand name.
Documania is distributed through CSD as part of the Basic package and is also sold to cable operators. The main
competitors for Documania are the Discovery Channel (for which the Company has the distribution rights for
Spain and Portugal), Natura and Odisea.

Estilo. Canal Estilo, S.L. will manage this channel which focuses on show business news, inciuding

© lifestyles of movie stars, fashion models and other celebrities. It is distributed through CSD as part of the Basic

package and is also sold to cable operators. Options have been granted to third parties to acquire shares in Canal
Estilo, S.L. in respect of, in aggregate, up to 55% of its share capital.

Vigjar. This channel focuses on the world of travel. Its programming includes travelogues. programs
suggesting travel destinations and programs focusing on travel services. [t is distributed through CSD as part of
the Basic package and is also sold to cable operators. The main competitor for Viajar is Travel.

CNN+. CNN+, which provides 24 hours per day news services, began broadcasting on January 27, 1999, It
is broadcast in a 30 minute rotation: 18 minutes of news, 2 minutes weather, 6 minutes feature reporting and 4
minutes of advertising and seif-promotion. This channel is able to provide live ‘coverage of imporntant events in
part by relying on the resources of the CNN news arganization. Also, management believes that its weather
forecast format is among the most advanced in the world. CNN+ now produces the evening news program and
the midday bulletin of Canal+ (under the editorial control of the Company). CNN+ maintains six news bureaus:
Madrid, Barcelona, Valencia, Bilbao, Seville and Brussels. In addition, it has two reporters based at the CNN
Center in Atlanta (U.S.A.).

CNN+ has been incorporated as CINTV which is 50 % owned by the Company and 30 % owned by Turner

Broadcasting Systems Internationa) Inc., the parent of CNN. CNN+ is not obliged to show CNN programming or
video. CNN provides approximately 15% of news footage shown on CNN+. CNN+ also provides news footage to
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CNN, patticularly for use by CNN’s Latin American affiliate. CINTV has three sources of revenue (apart from
the amounts paid by distributors such as CSD): (i) sale of programming and footage to Canal+, (ii) sale of
programming and footage 10 other television organizations and (iii) advertising. Its main competitors are CNN
International and Euronews, which broadcast in English znd Expansién Financiera and Canal 24 hours which are
broadcast in Spanish.

C: This is a self-produced channel of CSD dedicated to information technelogy, cperated under license from
Canal+ Société Anonyme. As an option it includes a facility to download video games.

Supply of programming to cable operators

Through its subsidiary Cable Antena, S.A. (“Cable Antena™), the Group has become a leading provider of
programming rights, in particular the Group’s Channels, to cable operators in Spain and also in Portugal. In
general the Group’s strategy has been to sell all the Group’s Channels to cable operators as a single package (with
the exception of Real Madrid TV).

The cable market in Spain has been late developing compared to other European jurisdictions. As at
December 31, 1998, the number of homes with possible access to cable was estimated to be 2 million and the
number of homes subscribing to cable was 350,000. Nevertheless, there is considerable scope for growth in the
market and the Group has dedicated resources to establishing close relations with cable operators. The Company
estimates that it currently has a commercial relationship with cable operaiors which accounts for 80-90% of
subscribers to cable television in Spain. The Group is not involved in the operation of cable systems itself.

The Group's contractual arrangements require pavment on a per subscriber basis, subject to guaranteed
minimum payment. These contracts are generally for a short term only, permitting the Group the fiexibility to
take account of developments in the Spanish cable TV market.

The Spanish cable legislation envisages that there will be two operators of cable in each concession area:
one »elected by competitive tender, and the other one being a subsidiary of Telefdnica the main
teiecommunications operator. Telefénica, however, may not start its operations for a moratorium period of
two scars jrom the date on which the concession is awarded to the other operator in each of the areas.

an
)

Cinema ‘ . : -
Introduction . . .

Throush Sogecine, the Group has established itself as a leading producer of Spanish films. Films produced
by Seuevine achieved 38% of box office income from Spanish films in Spain in 1998.

Seme of the successes of Sogecine in 1998 included: Abre los ojos. Los Amantes del Circulo Polar, £l
Migvee G0 P Twto., Barrio, Cosas gue dejé en la Habana and Los Afios Bdrbaros,

The Group is also involved in the distribution of films through Sogepaq and through Warner Sogefilms in
which the Company has a 30% participation, with the remaining 50% owned by Warner Home Video Espafia, S.A.

Threush s panticipation in the Wamer Lusomundo joint venture, the Group is involved in the promotion
and maene somoent of a number of multiscreen cinemas in Spain. Wamner Lusomundo is owned as to one third each
by the Compuny. Time Warner Entertainment Company Ltd. and Multicine Holdings, S.L.

verview of the Spanish Film Industry

Thw spemish fitm industry is the sixth largest in terms of box-office revenues in the world. The Spanish film
industry hus oxperienced substantial growth in the last four years. Nonetheless, U.S.-produced films hold the
leading postion in the Spanish film markets. In 1998, 754 films originating from the U.S.A were shown in
Spanish cinemas. These attracted some 85 million spectators and produced an income of Ptas 50,660 million. In
second place were Spanish films, of which 264 were shown in Spain, accounting for approximately 12.7 million
spectators. and producing an income of Ptas 7,673 million. UK films were in third place, for 1998, with 133 films
shown recording total income of Ptas 3,706 million. French films accounted for an income of Pras 364 million
and stood in fourth place.

Film Production

Sogecine is the leading Spanish film producer by value. Of all the films exhibited in Spain in 1998, fourteen
were produced by Sogecine (including films Sogecine produced prior to 1998). These fourteen films attracted




4.7 million spectators in 1998. Total box office revenues from Sogecine films in 1998 were Ptas 2,823 million,
representing 38% of total box office revenues in 1998 in Spain.

Sogecine concentrates on the financial aspects of the production of films, delegating executive production
and distribution of its producis to third parties.

The number of films produced in 1998 was slighily less than in previous vears, with a total of 5 films.
Sogecine’s objective is to produce 6 1o 8 films per year,

Sogecine finances the films it produces from a combination of the following sources: (i) subsidies granted by
the Ministry of Education and Culture; (ii) pre-sale of rights for theatrical release, video, pay-TV and free to air
TV, (iii) contributions of producers; and (iv) EU subsidies in respect of specific projects. Selected financial
information relating to Sogecine is set out in “Annex B — Summary Financial Information Relatmc to Certain
Subsidiaries of the Group™.

Film Distribution: Warner Sogefilms

Atthe end of 1997, the Company and the Warner Bros. group formed Wamer Sogefilms, A.LE. with the aim
of promorting the presence of the two groups in the film distribution market in Spain. Warner Sogefilms has an
exclusive agreement for the distribution of Warner, Sogepaq and Polygram films (Universal group), which gives
Wammer Sogefilms a strong position in the distribution market.

Warner Sogefilms was the ninth largest film distnibutor in Spain in terms of income in 1998, It distributed
nineteen films in that year, attracting 3.7 million spectators with a total income of approximately Ptas 2,270
million.

Sogepag

The principal activity of Sogepaq is the purchase and distribution of first release audio-visual rights, both
Spanish and international. Sogepaq operates using both its-own library of films and films from libraries owned by
third parties. Selected financial information relating to Sogepaq is set out in “Annex B — Summarv Financial

- Information Relatmg 10 Cenam Subsidiaries of the Group”.

Sogepaq acquires the rights to Spanish films and independent American and European films for their
distribution in video, cirema and pay-TV. PPV and free to air television. In general, Sogepag: operates by
acquiring rights to specific films or to small packages of up to 3 films. Sogepaq operates as an independent
distributor within the Group. Sogepaq recorded turnover of Ptas 5,200 million in 1998.

Currently, Sogepag has a library of approximately 760 films. Sogepaq also dxstnbutes some 1,500 Polygram
films (Universal group) on a commission basis.

Sogepagq distribuies certain of the films produced by Sogecine, although not in all cases, The distribution of
Sogepaq films to be shown in the cinemas is carried out by the Company through Warner Sogefilms.

Exhibition: Warner Lusomundo

The Group is engaged in the exhibition of films and the operation of cinemas though Warner Lusomundo.

At March 31, 1999, Warner Lusomundo owned 5 muitiplex cinemas with 42 screens. Warner Lusomundo
expects to open at least another 15 multiplex cinemas with 180 screens during the coming 4 or 3 years. The 5
multiplex cinemas already operating are situated in Madrid (La Moraleja and Majadahonda), San Sebastidn,
Zaragoza and Seville. In 1998, they recorded an aggregate audience of 1,800,000

Acquisition and management of film rights

Canal+ broadcasts approximately 300 differen: first-run films per year (each film generally being given some
thirty screenings altogether on Canal+ and on the multiplexed versions). Of these, between 190 to 200 are films
produced by the Majors, 10 to 15 are productions of the Mini-Majors, 50 to 60 are Spanish productions and 40 to
50 are other European productions. Canal+ shows z first-run film six nights per week and approximately one
documentary and one library movie per month. CSD shows first-run films on a PPV basis and Cinemania (which
is included in one of the premium programming options offered by CSD) shows films in the second pay-TV
window as well as library films.
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The Group has signed various contracts in order to obtain this programming content. In general terms it is
the Company which enters into contracts with the Majors. The Company normally then grants the PPV rights to
CanalSatélite Digital, uses the broadcasting rights for the first pay-TV window in Canal+ and grants the second
pay-TV window rights to Cinemania.

Cinemania in turn provides CanalSatélite Digital with its channels for broadcasting to subscribers, as well as
selling its channels to third parties. Another subsidiary, Sogepagq, is also involved in the acquisition of film rights
for films produced by the Mini-Majors and by European and Spanish producers.

The contracts with the Majors generally cover the future output of the relevant studio for a certain period of
time and in some cases requires the Group to acquire stipulated quantities of fitms. The contracts with the Majors,
in some cases, also grant rights in relation to library films. On the other hand, the contracts with the Mini-Majors
and the Spanish and European producers are generally in respect of specific films or groups of films.

Agreements with Majors

Movies from the U.S. continue to be of fundamental importance. In 1998, U.S. films accounted for an
estimated 70% of cinema screenings in the EU, and an estimated 80% in Spain.

Typically, screening of a first-run film in the Spanish market follows the following sequence, deriving from
the contractual conditions which the Majors employ. The film is normally released first theatrically, and six
months later becomes available for sale or hire on video (for a period of time known as the “videc window™).
Generally six months after its release to video the film can be shown on a PPV basis, normally for a maximum
period of three months, following which a black-out period of between three and six months is generally imposed.
The film then passes to pay-TV. The right to broadcast the film in pay-TV format involves two phases known in
the cinema industry as “pay-TV windows”. The first pay-TV window generally lasts for 12 months.
Subsequently, the film passes to the second pay-TV window typically for a maximum period of six.months,
which may coincide with the time the film s released to free to air television.

The position of Canal+ as the first premium channel in the Spanish market, and the strong growth in
subscriber numbers since the launch of the channel, have placed the Group in a strong position to negotiate with
the Majors. The Company has negotiated agreements with. Disney, Time Warner, Universal,;- Columbia,
Paramount and Fox to show first-run films in Spain and Andorra by satellite. cable or terrestrial means..:

"By virtue of these contracts, the Company has generally acquired for Spain and Andorra:

e  righis to screen films produced by the Majors on a PPV basis (generally the Company grents these rights to
CSD).

e  rights (which in general are exclusive) to screen films in the first pay-TV window (generally these rights are
taken up by Canal+).

e rights (which in general are exclusive) to screen films in the second pay-TV window (generally the .
Company grants these rights to Cinemania, which in turn uses them 1o produce channels which are provided
to CSD and to third parties).

Some of the Group’s contracts with the Majors include the following:
e rights to broadcast television series and documentaries produced by the Majors.
e  rights to broadcast films free to air, which the Company can sell on to third parties.
«  rights in respect of library films.

Other contracts with the Majors also include rights to broadeast (and on some occasions to sell to third
parties) channels which the Majors produce, for example: TNT, Cartoon Network and CNN Internationzl
{Turner); Disney Channel; AXN (Columbia); 13th Street (Universal); and Nickelodeon/Paramount Comedy
(Paramount).

The agreements with the Majors typically provide for a term of between five and ten years. Expiry of
individual contracts within the Group’s portfolic is phased. The agreements also contain customary termination
events, including provisions relating to change of control, and other clauses which are standard in the cinema
industry. Based on the Group's leading position in the Spanish satellite and pay-TV market, and the number of
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subscribers which the Group has, management is confident of the Group’s ability to continue to secure rights to
high quality film programming for Canal+, Cinemania and for the PPV service on CSD.

Payment Conditicns

Royalty payments (in the case of screenings on PPV and Canal+) are calculated by reference to a basic 1ariff,
expressed in U.S. cents, for each film, depending on the category of each film and its box-office performance. In
general, this basic tariff is multiplied, in the case of PPV, by the number of purchasers of the service, and in the
case of Canal+, by the number of subscribers to the channel. The agreements provide for a minimum guaranteed
payment based on a specified number of viewers or subscribers. These guaranteed payments are not usually
invoked against the Group as the minimum number of viewers or subscribers is now generally exceeded.

Royalty payments for second pay-TV window screenings of films on Cinemania are calculated as a
percentage of the total rovalty payment made for the first pay-TV window screening on Canal+,

The royalties are generally payable after the commencement of the license period for each film, although in
certain cases an initial instalment may be payable prior to the screening once the basic tanff for the film in
guestion has been determined. The royalty rates are subject to an annual increase, generally by reference to
inflation.

Library Films

The pay-TV agreements with certain of the Majors grant the Group the exclusive right for Spain and
Andorra 10 broadcast selected films forming part of the catalogue of the relevant Major (“Library Films™). The
Group broadcasts Library Films on Cinemania. A Library Film may or may not have been previously disiributed
as a first-run film in accordance with the sequential distribution pattern set out above. The Group’s contracts
permit it to exhibit each Library Film for a variable period which is negotiated on each occasion, during which
period other broadcasters are generally not permitied to broadeast the film on TV in Spain. Royalty payments in
respect of Library Films shown in Cinemania are typically calculated on the basis of the number of subscribers 1o
Cinemania.

Mini-Majors - ,

In addition, the Group has contracts with the Mini-Majors such as Dreamworks, New Regency and New .
Line. In general, through these contracts the Group acquires the rights to specific films or to a certain number of
films 1o be produced during a specified period of time.

European and Spanish Films

Canal+ and Cinemania are the two main broadcasters of European and Spanish films in Spain. Management
believes that the Group’s presentation of European and Spanish films enhances subscriber loyalty, as it provides
an opportunity for subscribers to view attractively packaged films which may not otherwise be readily accessible.
Canal+ has access to high quality European and Spanish cinema production through its contractual arrangements
with leading production companies and through Sogecine, the film production company within the Group, and the
Group’s distribution company Sogepaq. These arrangements 2lso enable the Group to meet its legal obligations to
show certain minimum quantities of European and Spanish productions.

Agreements with European Producers

The Group has agreements with distributors and producers of critically acclaimed European films, such as
Canal+ Société Anonyme and Polygram (from the Universal group). The Group acquires the rights to a variety of
high quality European movie productions, including the prize-winners in international film festivals such as
Cannes, the Sundance Festival and San Sebastian. The films are selected on the basis of their quality and on box-
office success. The Group’s agreements with European distributors are generally limited to specific productions
and are negotiated either on the basis of single titles or packages of up to fifteen titles.

Agreements with Spanish Producers

The Group has been an active participant in the development of Spanish cinema and through Sogecable and
Sogecine carries out investments in joint film projects with Spanish producers. Through these activities, the
Group is able 1o establish solid relationships with the major participants in the industry and consequenily gains
access to high quality products on competitive terms.
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Normally the Group pre-purchases pay-TV and PPV rights for Spanish films in advance of or coinciding
with the commencement of production. These pre-purchase arrangements are now common practice in the
Spanish film industry. Typically, the Group is approached by the producer, and makes its investment decision on
the basis of the quality of the screenplay, the director and the proposed acting cast. The Company sets aside 25%
of Sogecine investment budget for each film.

The Company’s subsidiary Sogecine accounted for approximately 38% of total annual Spanish film
production in 1998, and has produced on average 3 films per vear in the last three years. The Company pre-
purchases screening and pay-TV rights to all films produced by Sogecine.

The current value of the commitments which the Group has entered into (subject to delivery of the relevant
programming} in respect of the period up to 2008 for the acquisition of films, television series and Third Party
Channels is approximately Pias 250,000 million (approximately U.S.$1,624 million). See Note 18 to the Annual
Financial Statements included in this Memorandum.

Acquisition and management of rights to sports events

The Group, primarily through its subsidiary Gestion de Derechos Audiovisuales y Deportivas, S.A.
(“Gestsport™), is a significant buyer of rights 1o sporting events. These rights are used principally by Canal+ and
Sportmania although in some cases the Group may sell its rights to third parties. The most important sports rights
held by the Group are in respect of feotball. The exctusive showing of Spanish league matches has been a major
factor in the development of Canai+ and CSD. Selected financial information relating to Gestsport is set out in

“Annex B - Summary Financial Information of Certain Subsidiaries of the Group™.

The current value of the commitments which the Group has entered into (subject to delivery of the relevant
programming) in respect of the period untii 2003 for the acquisition of rights to broadcast sports events and
marketing rights related to sport is approximately Pras 73,000 million (approximatety U.S.8487 mi hon) See
Note 18 to the Annual Financial Statements included in this Memorandum.

Spanish football

Canal+ has the right to exclusive pay-TV showing of one Spanish league_First Division match and one
Second Division match every week on Sunday of the football season until the end of the season 2002/2003. CSD
has the non-exclusive right 1o PPV showing of Flrst and Qecond Division matches in the Spanish league until the
end of the season 2007/700.3 '

Although CSD holds the PPV rights to all games referred to above. Federacidn de Organismos de Radio y
Television Autonomicos ("FORTA™), the organization representing the regional television companies, has the
right to show, free to air, one First Division and three Second Division matches every week, as well as rights to
certain Copa del Rey matches which are renegotiated every year.

The contractual arrangements which govern the television rights to Spanish league and cup football are
complex, and are the result of a series of intensive negotiations that took place in 1996 and- 1997 and
supplemented by an agreement entered into on June 17. 1999 between Sogecable, Gestsport and CSD on the one
hand, and on the other hand Telefénica Media. SA, a subsidiary of Telefdnica (which is the main shareholder in
Via Digital), GMAF (as defined below) and Via Digital.

The contractual arrangements for broadcasting of Spanish league football which were in effect until the end
of the season 1997/98 were entered into by the Liga Nacional de Fitbol Profesional (the “Liga™) on behalf of the
clubs. In anticipation of the termination of these contractual arrangements the clubs revoked the authority of the
Liga to negotiate new contracts on their behalf, and each club entered into bilateral negotiations with the various
television companies. The clubs agreed that their new contracts should extend for 5 seasons. As a result of these
negotiations three companies came to own the entire rights granted by the First and Second Division clubs until
2002/2003. Those three companies were Gestsport, Gestora de Medios Audiovisuales de Futbol, S.L. (*GMAF™)
(a company within the same group as the private TV channel Antena 3) and Television de Catalunya, S.A.
(*TVC™), the Catalan regional television channel. :

Pursuant to an agreement entered into on December 24, 1996, these three companies decided to pool the
rights which they had acquired, and entered into a series of arrangements to allocate those rights between
themselves and market them to third parties. In addition, they agreed to sell the exclusive PPV rights to CSD in
return for a payment to them of Ptas 15,000 million (of which Ptas 5,000 million was received by Gestsport). The
three compaznies created a new jointly held company, AVS (which is 40% owned by each of Gestsport and
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GMAF, and 20% owned by TVC Multimedia, S.A. (“TVC Multimedia™)). The three shareholders contributed to
AVS, by way of increase of capital of AVS on March 13, 1997, the following principal rights in relation to games

in the First Division (in addition to certain other rights in relation to Second Division games and games in La
Copa del Rey):

(a) one First Division football match, broadcast free to air and live, from each round of the Spanish league;
under an agreement entered into on December 23, 1997 this match is broadcast by the regional TV
channels;

{b) one First Division football match. broadcast live on pay-TV, from each round of the Spanish league;
under contractual arrangements entered into on May 30, 1997, these games are transmitted by Canal-+,
for which Sogecable pays an amount equal to approximately 29% of the total cost for AVS per season
of football rights; and

(c) rights to international distribution of the maiches.

The total amount payable to the football clubs per season in respect of the rights pooled by the three
companies is approximately Pras 38,000 million (the precise amount may vary from season to season depending
on which clubs are promoted and relegated, and the effect this has on their individual contracts). AVS is
responsible for the payment of all this amount to the clubs - including the amount agreed by the parties as
corresponding to the PPV rights as a result of the arrangements described in the following paragraph.

In relation to the PPV rights held by CSD, on January 27, 1996 CSD and AVS entered into 2 “usufruct”
agreement under which CSD pays on 10 AVS all the proceeds received by it from the PPV showing of Spanish
football, subject to the deduction of a commission. AVS assumes responsibility for the production of the
programming, and also pays the clubs that pant of the total price due to them which relates to the PPV rights.

The agreements entered into between the parties also set out the basis on which the regional channels and
Canal+ respectively may choose the matches which th55 broadeast. Canal+ has the right of first choice over one
First Division game and one Second Division game, in three rounds (from a tota] of 38). The regional channels

have the right of first choice in seven rounds, whilst AVS (for PPV purposes) has the right of first choice to'the. - : o
remaining 28. The contractual arrangements restrict either the Company or the regional channels from makmo O

first choice of the same match (home and away) in both haives of the season.

The European Commission, in a letter dated June 24, 1998, conﬁrmed the exemption of the agreement until
the end of the 2002/2003 season, but on the basis that the exclusivity provision would be subject to renegotiation
at the end of the 2000/2001 season.

As indicated above, the basic term of these contractual arrangements expires at the end of the 2002/2003
season. However, the contract of December 24, 1996 between Gestsport, GMAF and TVC envisaged a possible
extension of their existing arrangements until the season 2008/2009 if the parties are able to obtain the rights to at
Jeast 50% of First Division clubs when the current contracts expire. With a view to ensuring this renewal, on June
17, 1999, GMAF and Gestsport transferred the rights of first refusal and option rights thar they had acquired to
AVS,

Pursuant to the agreement of June 17, 1999 between Sogecable. Telefonica Media, SA and others referred to
above:

(a) the parties confirmed their intention to continue the contractual framework for football rights described
above, and to matntain the position of AVS as the vehicle for the management and administration of these
rights;

(b) the parties acknowledged that, so far as lies within their power, the rights of Canal+ and CSD described
above should continue until the end of the season 2008/2009;

(c) CSD authorized AVS to distribute the signal for PPV matches (a) to Via Digital, until the end of the season
200872009, on the same terms as apply to transmission by CSD of PPV matches, (b) to a new company to be
established by the parties, for PPV distribution through internet, and (c) in future, to cable cperators within
the Telefonica group of companies. In consideration, CSD will receive the sum of Ptas 15,000 million from
Via Digital.




(d) Vf{a Digital granted an option to the Sogecable Group, for Ptas 500 miilion, to acquire pay-TV and PPV
rights to the UEFA Champion’s League for the season 2000/2001, 2001/2002 and 2002/2003, on the basis
that if the Group exercises the option it will share the cost of acquisition of the rights with Via Digital,
estimated to amount to approximately Ptas 4,500 million per year in respect of the pay-TV rights.

The agreement of June 17, 1999 will be submitted for review to the competition authorities of the EU. See
“Legal and Regulatory Environment — Competition Law™ below. No assurance can be given as to what the
outcome of such review will be.

The Company is confident that, as a result of the agreement described above, Canal+ and CSD will be able
to extend the rights which they currently enjoy to the end of the season 2008/2009. The agreement contains no
provisions relating to a merger of the two digital platforms, CSD and Via Digital.

With a view to restoring the appropriate level of shareholders’ funds in AVS, at a general shareholders

. meeting of AVS also held on June 17, 1999 resolutions were passed (i) to reduce the share capital of AVS by Ptas

16,200 million to eliminate losses; (ii) subsequently to increase capital by Ptas 5,925 million by capitalization of
certain loans; and (iii) subsequently to reduce the capital of AVS by a further amount of Ptas 3,811 million.

Other sports events

As mentioned above, Gestsport manages an extensive portfolio of exclusive rights 1o major sporting events
which are used 10 provide programming to Canal+ and to the Group’s Channels, principally Sportmania.

An important contract recently concluded by the Group is for exclusive coverage of the ACB Spanish
basketball league until 2003. Basketball is the second most popular television sport in Spain after football:and the
Group believes the inclusicn of this item in its programming will be a significant attraction to subscribers.

Gestsport’s usual objective in negotiating rights to a sporting event is to acquire all the broadcast rights in
Spain to the relevant event for a contract period of 3 to 5 years. Contract prices are usually fixed amounts rather
than based on audience or subscriber numbers SR

The popularity of some ‘events within' the ponfoho for example golf (Augusta Master, Brmsh Opén, U.S."

" Open and the PGA Championship) or tennis tournaments (U.S. Open), will vary from year to year depending on | .

the extent of involvement of Spanish participants. Nevertheless, even without Spanish participation, the Group

“thinks it is beneficial to have a wide range of major international events within its portfolio as thxs tends to

enhance the perception of the Group as being a provider of high-quality programming.

The following table shows some of the events which are currently within the Group’s portfolio:

Sport Event Canal+/Sportmania
Football [talian League Sportmania/Canal~+
Argentine League - Sportmaria
Brazilian League Sportmania
Basketball ACB Canal+/Sportmania
NBA Canal=+/Sportmania
American Football NFL Canal+/Sportmania
Golf Masters Augusta Canal+/Sportmania
U.S. Open Canal+/Sportmania
British Open Canal+/Sportmania
PGA Canal+/Sportmania
Tennis U.S. Open Canal+/Sportmania

Football Law

The Football Law, summarized in “Legal and Regulatory Environment” below, provides that certain
sporting events (not limited to football) that have been identified as being of general interest, are required, if
broadeast, to be broadcast free to air. Such a decision should be made by the Sports Broadcasting Council
(Consejo de Emisiones v Retransmisiones Deportivas). However, the law does not oblige the owner of the
relevant broadcast rights to broadcast the rights free to air, or to offer them to third parties.

83



Customer Service — CATSA

CATSA is the Group company whose principal responsibility is the provision of services to analogue
subscribers of Canal+, CSD, subscribers and third parties. The Company has a 99.71% helding in CATSA while
Promotora de Publicaciones, S.A. owns the remaining 0.29%. Selected financial information relating to CATSA
is set out in “Annex B — Summary Financial Information of Certain Subsidiaries of the Group™.

Subscriber services are provided through the Centro de Atencion Telefonica, a 24 hour call center that
operates 3635 days a vear. The call center receives an average of 30,000 calls a day. Other services provided by
CATSA include: technical assistance for subscribers, administrative services for contracting and paying
subscribers and marketing services. in addition, CATSA’s operators also make direct marketing and promotional
campaign calls, as well as follow-up calls to check levels of subscriber satisfaction 48 hours after the installation .
of equipment. These services are contracted for by Sogecable and CSD. CATSA receives a fixed monthly fee for
its services from each company and also charges a system of variable tariffs applicable to each supplier.

CATSA also has certain clients outside the Group. Approximately 8% of the income of CATSA in 1998 was
derived from clients outside the Group. CATSA also acts as an Internet service provider for Canal+ and CSD
subscribers as well as for other companies inside and outside the Group.

Canal Club

Canal Club's principal activity is the sale of books, records, multimedia products and merchandising. Sales
are made through catalogues which are aimed at subscribers. In 1998 Canal Club recorded revenues of
Ptas 300 million. The Company is currently in negotiations for the sale of a controlling interest in the share
capital of Canal Club, S.A.

Advertising

The Spanish advertising market is the fifth largest in Europe in‘terms of revenues in 1998 with a total of Ptas
720 midhon,

The Group sells advertising though Canal+, through the Group’s Channels, and in the magazines produced
for Canal- and CSD subscribers. In 1998, advertising generated revenues of Pias 4,075 million which represents
3ar ot the Group’s total operating revenues. |

The Group broadeasts advertising only during open’ transmission on Canal+: During the encrypted
programeung on Canal-, and more specifically, during the broadcasting of films, the Group’s policy is not to
nsitde sdvenising breaks. As a result the minutes of advertising included in the Group’s programming are below
the loel maximum permitted.

The Group's advertising activities are cammied out through Gerencia de Medios, S.A. (*GDM™), which is
owned by companies associated with certain of the Existing Shareholders. See “Principal and Selling
Starcholders”. GDM has exclusive rights to sell advertising space for the Group. In the year ended December 31,
lwen G received approximately Ptas 600 million for the provision of this service to the Group. Management
i~ ~etisiied that the terms on which GDM provides its services are consistent with arms’ length terms.

The Group’s Facilities

The Group’s facilities currently comprise office space in central Madrid (Gran Via and Torre Picasso) and
revions! ottises in Barcelena, Bilbao, Seville, La Corufa and Valencia, and studios and technical facilities in
Tore Picasso (Madrid) and Ciudad de la Imagen. In total these premises represent 27,919 square meters.

All ot the properties described above are leased. Rental payments made by the Group in the last three years
have boen Pras 5375 million in 1996: Pias 791 million in 1997; and Ptas 833 million in 1998.

in June 1989, Sogecable acquired, for Ptas 2,099 million, the share capital of Sociedad General de
Television v Cine, S.A., a company owned by the shareholders of Sogecable in the same proportions as their
sharcholdings in Sogecable (prior to implementation of the stock loan referred to above). This company has
acquired land in Tres Cantos, near Madrid, which the Group intends to develop as the site for its principal offices,
studios and technical facilities. The cost of acquisition of the land was Ptas 1,743 million. These facilities are
expected 10 be fully operational by mid 2001. The estimated total cost of construction is Ptas 7,000 million.

Intellectual Property

The basic trademarks for the business of the Group are “Canal Plus™ and “Canal+”, as well as the related
color graphics. The Company uses these trademarks by virtue of a licensing agreement entered into with Canal+
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Société Anonyme on December 22, 1989. Under the agreement, Sogecable was granted exclusive rights to use
these trademarks in the whole of the Spanish territory, for so long as the administrative concession relating to the
Canal+ channel continues in force. The loss of such concession, or the disposal by Canal+ Scciété Anonyme of
its entire shareholding in Sogecable, constitute grounds for termination of the licensing agreement.

The application to register the trademark “CanalSatélite Digital” was initially refused by the Spanish
trademark authority on the grounds that the proposed mark was 100 generic and following objection from Canal+
Socigté Anonyme, which is the holder intematicnally of the trademarks “Canal Satellite” and “Canalsateliite”.
On June 1, 1999, the Spanish Trademarks and Patents Registry published the grounds for refusal which stated that
the sole reason was opposition 10 the international trademark. Sogecable believes that the appeal which it has

lodged against the decision will be successful, given that Canal+ Société Anonyme has informed Sogecabte that it

has withdrawn its opposition.

Sogecable is also the owner of the following irademarks: (i) “Sogecable”, (ii) “Cinemania”,
(iii) “Documania”, (iv) “Sportmania”, (v) “Gestsport”, (vi} “Taquilla” and (vii) “Estilo™.

The above trademarks are registered at the Spanish Trademarks and Patents Registry (Oficina de Patentes v
Marecas).

Other trade marks which the Group currently uses under license inciude the following:

¢  CNN+: a licensing contract that covers the use of this trademark in Spain has been entered into between
CINTV. Canal+ Société Anonyme and Cable News Network.

o  Real Madrid TV: Sogecable and the Spanish football club Real Madrid have entersd into a licensing
agreement for the use of this trademark.

Subsidies

The Group does not receive subsidies of any significant amount. Sogecine is the only company of the Group
that receives regulated subsidies on a general basis from the Ministry of Education and Culture relating to
Sogecine’s Spanish film productions. '

Employees . Co ‘ ' R

At March 31, 1999, the Group had a total of 1,203 permanent employees. The number has shown a
continued growth, particularly for CSD, whose workforce has grown frem 39 to 204 in the last three years. The
growth is directly related to the growth of the Group and in particular the launch of CSD.

The following table shows the Group’s average number of employees for the three years ended December
31, 1998:

Year ended December 31

1996 1597 1998
Permanent Emplovees . . ........ .. .. i i 737 1.079 1,250
Total (including temporary) Emplovees . ................... 1,006 1,790 2,061

Management believes that relations with the Group’s employees are generally good. In the recent past, there
has not been any work stoppage or industrial action that has a material adverse effect on the Group’s financial
condition.

In accordance with current legislation, Sogecable, CSD, CATSA, and CINTV have established work
councils (comités de empresa), as each employs in excess of 30 staff and in each case employees have voted for
the establishment of a work’s council.

From December 31, 1999 onwards the Company’s employment relations will be governed by a company-
specific collective bargaining agreement. CATSA’s employment relations are governed by the telemarketing
sector collective bargaining agreement, which is re-negotiated annually.

Legal Proceedings

No claims, judgments or proceedings are pending against the Company or other members of the Group that
materially adversely affect the financial condition of the Group as a whole.
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For information purposes only, the following paragraphs briefly summarize certain proceedings in which the
Group has recently been involved.

Football rights - 1997/1998 Season

During the 1996/1997 Spanish football season, CSD broadcast 33 First Division League games through the
PPV system. During the 1997/1998 season, the broadcasting of matches by PPV was initially suspended due to
the position adopted by GMAF, which claimed that it was the holder of some PPV rights for the duration of the
current season under the arrangements described above under “-Acquisition and management of rights to sports
evems”. The Company and CSD disagreed with GMAF's interpretation of the agreement.

On November 17, 1997, the parties reached an agreement under which they agreed to submit the dispute
relating to the above-mentioned rights to arbitration. The above-mentioned arbitration proceedings were resolved
in favor of CSD, the judgment recognizing that the relevant rights had been validly granted to CSD.

Decoders

Law 17/1997 dated May 3, 1997, by which the Directive 95/47/EC of 24 October (concering the regulation
of television transmission) was incorporated into Spanish law and by which additional measures were passed for
the liberalization of the sector, established in article 7(a) certain technical requirements in respect of the
conditional access system for digital television services.

The European Commission started proceedings in this respect against Spain, considering that the preference
effectively granted to the multicrypt systemn by this Law 17/1997 violated EU Jaw, As a consequence; the Spanish
Government has amended Law 17/1997 by virtue of Royal Decree-Law 16/1997, dated September 13, 1997.

According to the provisions of this Royal Decree, the systems and decoders which enable conditional access
to be launched were required to be “open and compatible” from the outset. The Telecommunications Market
Commission, (Comision de! Mercado de Telecomunicaciones) was instructed to ensure compliance. with and
monitor the effectiveness of the Royal Decree-Law. To this end, it may establish at the instance of any operator
legal, technical and economical regulations to guarantee the requirement that systems and decoders are open and
compatible provided that these are equitable, reasonable and non-discriminatory.

The Te]ecommunications Market Commission refused to enter CSD in the register of conditional access
operators created by article | of Law 17/1997. This decision was appealed before the Tribunal Superior de
Justicia de Madrid, who annulled the dedision of the Telecommunications Market Commission. CSD is currently
duly entered in the register of conditional access operators.

The delay in grant of the necessary authorizations to CSD in time for the launch of its service meant that the
“up-link™ to the Astra system had, for a period, 10 be offered from Luxembourg. CSD has lodged a claim for
Ptas16,000 million against the Spanish authorities in respect of damages suffered by CSD as a result of the
original drafting of the Law 17/1997. The authorities rejected the claim made by CSD, and CSD lodged an appeal
against this decision with the Supreme Court in February 1998. The legal proceedings are still pending.

Criminal proceedings against Sogecable Directors

In February 1997, criminal proceedings were brought against some of the members of the Board of Directors
of Sogecable and one of the partners of Arthur Andersen (the Company’s auditors). They were accused of
committing a criminal offense as a result of a transfer of Canal+ subscriber deposits to an account in the name of
a company other than Sogecable, the operator of the Canal+ concession.

The judge, Mr. Javier Gomez de Liafio, imposed certain precautionary measures against some of the
Directors accused. The proceedings are currently staved following decrees issued by the National Criminal Court
on October 30, 1997 and June 16, 1998.

Claim by employees

On October 1, 1998, the 70 employees making up the Company’s news and current affairs department were
transferred to CINTV. The workers’ representative of these employees has initiated a legal action to challenge
this transfer, and resolution of this dispute is still outstanding.
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LEGAL AND REGULATORY ENVIRONMENT

Introduction

The Spanish television sector is subject to detailed and extensive regulation both at national level and as a
result of directives of the EU. The Group’s activities are also subject to the competition laws of Spain and the EU.

Certain of the regulatory measures relating to the television sector in Spain affect the acquisition, holding
and disposal of shares or interests in shares in television companies. These measures are summarized in
“Requirements and Restrictions Applicable under Spanish Law to Ownership and Transfer of Shares” below.

.. In this section the further regulatory measures applicable 1o the Group’s activities are considered under the - .

following headings:

(1) Licenses, concessions and authorizations required to operate a television service;
(ii) Regulations applicable to programming content;

{iii) Restriction on controlling interests in television companies; and

(iv) Competition law.

Licenses, concessions and authorizations required to operate a television service

The provision of television services in Spain and in most other European countries is subject to some degree
of administrative control, with operators being required to obtain a license, concession or authorization before
they can provide such services.

In Spain, the liberalization of the provision of television services commenced in 1988 with the passing of the
Private Television Law. Pursuant to the Private Television Law, the Government awarded three concessions,
through a tender process, for an initial period of ten years, renewable for successive periods of ten years by a

“resclution of the Council of Ministers upon requést of the concession holder. The three companies- that. were

awarded a concession to provide a nationwide analogue terrestrial private television channel were ‘Sogecable
{previously Sociedad de Televisién Canal+, S.A}, Antena 3 Television, S.A. and Gestevisidn Telecinco, S.A.

In addition to the Concession {as déﬁned'below), the Gf’oup also holds two administrative authorizations
related to the operation of CSD, concerning, respectively, the provision of satellite television broadcasting
services and the provision of telecommunication services with conditional access. Authonization is the procedure
applicable under Spanish law in relation to satellite broadcasting. While concessions are granted generally
pursuant 10 competitive tendering procedures, authorizations may be granted without the need 10 follow this
procedure and depend only upen the applicant satisfying the specified conditions.

In relation to terrestrial digital television, pursuant to a royal decree passed in 1998 the Company, as one of
three Concession Holders under the Private Television Law, will be entitled (assuming the Concession is renewed
in 2000 - see below) to be granted the use of a terrestrial digital channel when this service is introduced. In the
medium term, this will extend to a multiplexed format. See “- Terrestrial digital television services” below.

Provision of analogue terrestrial private television services: the Concession
Award of the Concession

The administrative concession for the provision of the analogue television channel that broadcasts Canal+
(the “Concession”) was awarded to the Company pursuant to a resolution of the Council of Ministers of August
25, 1989 for the provision of public television services through 2 public tender pursuant to the Private Television
Law. The contract containing the terms of the Concession made between the Ministry of Transpor, Tourism and
Telecommunications (now the Ministry of Development) on behalf of the Government, and Sogecable, was
signed on October 3, 1989. The terms of the Concession are the same as the terms applicable to the concession
holders for the other two television channels awarded under the Private Television Law.

Renewal of the Concession

The Concession is valid for an initial period of ten years, The initial period began on April 3, 1990 and
therefore expires on April 3, 2000.
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The Concession is renewable for successive periods of ten years by resolution of the Council of Ministers
upon request by the Company. The Company will request renewal of the Concession.

The Company has complied with the terms of the Concession and with the applicable provisions of the
Private Television Law. Consequently, management believes that no legally justifiable ground exists for the non-
renewal of the Concession. Moreover, management believes that additional legal arguments exist in favor of
renewal, based on applicable principles of the Spanish Constitution and other applicable provisions of Spanish
administrative law, as well as recent actions of the State and the Spanish Parliament in relation to the audiovisual
sector (in particular in relation to digital terrestrial television and the lifting of restrictions on admission 1o listing
private television operators on stock exchanges).

Satellite television broadcasting services

The Satellite Telecommunications Law of 1995 (Law 37/1995, dated December 12, 1995) iiberzalized the
provision of television broadcasting services that use telecommunications satellites. The Satellite
Telecommunications Law established that such services are not considered “public services” and that the
only requirement for providing satellite television broadcasting services is to obtain an authorization from the
relevant authorities.

Such authorization was granted to CSD by the Telecommunications Market Commission on March 12,
1998, valid for a period of 5 years, and renewable for successive periods of the same duration. The holder of the
authorization must apply for renewal one month before the authorization expires.

Telecommunications service with conditional access

These services are regulated by European Parliament and Council Directive 95/47/CE dated October 24,
1995, which aims to promote the introduction of new technologies, establish analogue and digital transmission.
standards and sets the conditions for use of conditional access systems. The Directive was implemented into
Spanish law by Law 17/1997, dated May 3, 1997, which also enacted additional measures intended to hberahze
the sector and to guarantee an extensive range of service offerings in free market .condmons

The Law 17/1997 1mpcsed two pnncxpal requirements, namely that cordmona] access systems operators
must be registered in.a register controlled by the Telecommunications Market Commission, and that operators’ .
must obtain administrative authorization before they can provide conditional access digital technology satellite .
television services.

An administrative authorization under this regime was granted to CSD by the Telecommunications Market
Commission on February 19, 1998, valid for a period of 5 years, and renewable upon reguest by CSD for
successive periods of the same duration. The holder of the authorization must apply for such renewal one month
before the authorization expires.

Renewal of authorizations

In relation 1o both of the authorizations referred to above, CSD has complied with its obligations under the
applicable legislation, and management is not aware of any circumstance that would justify non-renewal of the
authorizations. CSD intends to apply for renewal of the relevant authorizations at the appropriate time.

Solvency reguirement

A resolution of the Secretaria General de Comunicaciones passed in August 1989 established a requirement
for companies carrying on television broadcasting activities to limit liabilities to 30% of shareholders” equity plus
liabilities. At the time this resolution was passed, a company carrying on television broadcasting activities was
not permitted to carry on other activities. This restriction no longer applies as a result of a change in regulation in
1993, and Sogecable carries on a number of activities in addition to the provision of television services. The
Company believes that the requirement set forth in the August 1989 resolution referred to above is no longer
capable of application, as a result of the change in reguiation in 1995 referred to above, unless the relevam
criteria were to be clarified.

Terrestrial digital television services

Royal Decree 2169/98, issued on October 9, 1998, sets out the framework for the development of digital
terrestrial television in Spain.
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Pursuant to the Royal Decree, a tender has been held for the award of 2 concession to operate 14 digital
channels with national coverage. The concession to provide this service has been granted to Onda Digital, S.A.,
of which Retevision is the principal shareholder.

In accordance with the relevant legislation, on June 11, 1999 the Company secured the approval of the
Council of Ministers for the extension of the Concession to operate 2 single digital channe! for the remainder of
the initial term of the Concession. The legislation envisages that, upon renewal of the concessions held by the
private television operators, each of the operators will continue to have use of a digital channel to enable them to
broadcast simultaneously in analogue and digital terrestrial format. In the case of Canal+, the Company will be
required to ensure that its schedule of encrypted and decoded broadcasting coincides on both the analogue
terrestrial and digital terrestrial channel.

The legislation also envisages that when each private television concession holder terminates analogue
broadcasting, it will become entitled to operate a multiple digital channel (expected to have sufficient capacity for
four single channels). This is, however, subject to the authorities being satisfied that adequate competition exists
in the market at the relevant time.

The plan adopted by the authorities for the development of digital terrestrial television in Spain envisages
that analogue broadcasting will be replaced by digital broadcasting by 2012.

With regard to the public television companies including RTVE and the regional television companies, each
will have access to two digital channels with a national or regional coverage equal to the existing analogue
channels that they operate. When analogue broadcasting ceases and if there is adeguate competition in the market
at the time the public television companies will become entitled to operate a multiple digital channet. (thev are
expected to have sufficient capacity for four single channels). . ST

Commeon infrastructure for the reception of telecommunications services e

Royal Decree Law 1/1998 requires, as a condition of granting a building license, all buildings-under
construction to include 2 common installation which allows the reception of telecommumcanons Services. bv all
residents,

In respect of existing buildings,.all residents are entitled to install individual aerials for the reception of
telecommunications services either on the roof orin other common areas of the building. The-residen:s’
association of the building is required to install a common zerial only where one third of the residents have either
installed an individual aerial or requested installation of a common aerial.

The relocation of individual aerials from the walls of existing buildings to the rooftop is regulated by the
applicable municipal authority. Currently, Barcelona is the only municipal authority to have issued regulations in
respect of such relocation. Under these regulations, the obligation to relocate aerials to rooftops lies with the
individual resident. The regulations grant a transitional compliance period of between two and four years.

Telecommunications Market Commission

As noted above, certain areas of the Group’s activities are regulated by the Telecommunications Market
Commission. The Commission’s basic objective is the safeguarding of the conditions to maintain effective
competition in the telecommunications market and in the transmission, audiovisual and interactive services.

In order to achieve this objective, the Telecommunications Market Commission carries out the following
functions: (i) arbitration in conflicts which may arise in the telecommunications and audiovisual sector; (ii) the
granting of licenses to provide transmission, audiovisval and interactive services; (iil) protection of free
competition in the market; (iv) control over the activities of companies that operate in this sector; (v) advice to
the Government and the Ministerio de Fomento on issues relating to the telecommunications market; (vi)
information on rates for telecommunications services; (vii) determination of the maximum interconnection prices
between cable operators; and (viii) enforcement of sanctions for failure to comply with instructions given in order
1o safeguard free competition in the market.

Regulations Applicable to Programming content
Television without Frontiers

European legislation concerning programming applies to: {i) any analogue or digital terrestrial network; and
(i) satellite or cable services with national or regional coverage. The relevant legislation is contained in European
Council Directive 89/552/EEC regarding the co-ordination of certain Member States’ laws, regulations and

g9




administrative provisions governing the exercise of television broadcasting activities (the “Television without
Frontiers™ Directive) amended by European Parliament and Council Directive 97/36/CE, issued on June 30,
1997, harmonizing the Member States’ legislation regarding the promotion and distrbution of European
television programs; publicity, TV home shopping and sponsorship; and protection of minors. The broadcasting
obligation under the above Directive, as amended, requires a majority of audiovisual works 1o be of a European
origin. In 1998, the broadcasting by Canal+ included 52.5% of European origin audiovisual works.

The Television without Frontiers Directive was implemented into Spanish law by Law 25/1994, dated
July 12, 1994. Law 25/1994 imposes an obligation on television operators to reserve 51% of their annual
broadcasting time to the dissemination of European audiovisual works. Directive 97/36 has been implemented by
Law 22/1999 of June 7, 1999. The provisions of Law 22/1999 do nort significantly differ from Law 25/1994,
except for specific restrictions on the exclusive retransmission of sports events. In Spanish law, this issue is
regulated by Law 21/1997, dated July 13, 1997, regulating the broadcasting of sports events and competitions.
See “~ Broadcasting of sports events” below. The only new provision relevant to the Group in Law 22/1999 is
that producers of television channels are required to allocate at least 5% of their 1otal revenue earned the previcus
year to funding of European feature films and television films.

The provision of analogue or digital terrestrial television channels is subject to the general programming
principles set out in article 4 of the Radio and Television Act (Law, 4/1980, dated January 10, 1980), pursuant to
which such channels must observe principles of objective, true and impartial information, and the separation of
information and opinions.

Broadcasting of sports events

Under Law 21/1997, of July 3, 1997, certain sporting events (not limited to football) may be identified as
being of general interest. Where a sporting event is declared to fall within the category of “general interest”, it
may not be broadcast on pay-TV. However, if the owners of the broadcasting rights are unable or choose not to
broadcast the event free-to-air, they will nonetheless continve 10 own the broadcasting rights relannc 10 that
particular event, ‘ .

Restnctlons on controlling interests in television companies

; The Private Television Law limits the shareholdmo of any person in a company gramed a concessmn under
that law 10 49% of its share capital.

The above limitation does not apply directly 1o CSD, whose activities are regulated by separate legislation.
However, under transitional provisions included in legislation applicable to operators of satellite digital services,
the provision containing the 49% limiartion referred to above applies to satellite digital operators for so long as
certain conditions, including the absence of effective competition in Spain, prevail.

The Company holds in excess of 49% of CSD’s share capital. Assuming that the transitional provision
referred 1o above continues to apply (as to which there is some uncertainty) management nevertheless does not
consider it likely that this will have any adverse consequence for the Group. At the time CSD was granted
authorization to operate its satellite digital service, Sogecable held in excess of 49% of the share capital of CSD.
The Group has not been informed of any concerns on the part of the relevant regulatory bodies in respect of this
issue. Moreover, management believes that there is now a situation of effective competition in the Spanish
satellite digital television market, which further reduces the likelihood that the regulators would seek to invoke
this provision.

Competition Law

The Group’s activities are subject to Spanish and EU competition law.
At the European level the relevant laws include:

Article 81(1) (formerly Article 85) of the Treaty of Rome which prohibits (except to the extent that Article
81(1) provides otherwise) ail agreements between undertakings, decisions by associations of underiakings and the
concerted practices {as such terms are used in the Treaty of Rome) which may affect trade berween Member
States and which have as their object or effect the prevention, restriction or distortion of competition within the
common market;
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Article 82 (formerly Article 86) of the Treaty of Rome which prohibits, as incompatible with the common
market, any abuse by one or more undertakings of 2 dominant position within the common market or in a
substantial part of it, insofar as it may affect trade between Member States.

Agreements prohibited by Article 81(1) of the Treaty of Rome and not exempt by virtue of Article 81(3) are
null and void. A breach of Article 82 would have similar consequences. The European Commission has the power
to impose sanctions where it finds agreements or practices to be contrary to Articles 81(1) and 82 of the Treaty of
Rome. Spanish competiticn legislation includes similar provisions.

The agreement of December 24, 1996 entered into between CSD, Gestsport, GMAF and TVC provides for
the acquisition by CSD of the exclusive PPV rights to broadcast all First and Second A Division Spanish football

" league games and the Copa de! Rey matches (with the exception of the Cup Final), or of any other form of official -

competition substituting the Copa del Rev during the 1998/1999-2002/2003 seasons. The agreement provides for
the possible extension of the agreement for up to 11 seasons (to the end of the 2009/2010 season). It was also
agreed that GMAF, Gestsport, and TVC establish a joint venture company, AVS, to be used as a vehicle to pool
and subsequently distribute all television and audiovisual rights relating to the football matches, in a different
svstem from PPV. CSD also granted to AVS a usufruct over its PPV rights. See *“Business — Acquisition and
management of rights to sports events” above.

On March 12, 1997, the parties notified the European Commission of the existence of this agreement and
applied 0 the Commission for a declaration that its provisions were not contrary to Article 81(1) or, in its
absence. for an individual exemption relying on the provisions of Article 81(3) of the Treaty of Rome.

The European Commission, in a letter dated June 24, 1998, confirmed the exemption of the agreement until
the end of the 200272003 season, but on the basis that the exclusivity provision would be subject to renegotiation
at the ¢nd of the 2000/2001 season.

The acrcement relating to football rights of June 17, 1999, described in “Business ~ Acquisition and
management of rights to sports events” above, will be submitted to the European Commission for review. No
assurance v2n be given as 1o what the outcome of such review will be.
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REQUIREMENTS AND RESTRICTIONS APPLICABLE UNDER SPANISH LAW
TO OWNERSHIP AND TRANSFER OF SHARES

The following is a summary of certain requirements and restrictions of Spanish law, as in force at the date of
this Memorandum, which apply to ownership and transfer of shares in the Company. The summary does not
purport to be comprehensive and prospective investors should consult their own advisers for further information
concemning the effect of these requirements and restrictions. The Company does not assume any obligation to
update the information contained herein.

Limit on shareholdings

No person may own, directly or indirectly, shares representing more than 49% of the share capital of a
company which holds a concession to operate a private television service under the Private Television Law (a
“Concession Holder”). The Company is 2 Concession Holder in respect of its Canal+ analogue and digital
terrestrial services.

Restrictions on simultaneous shareholdings in more than one Concession Holder

The Private Television Law referred to above also contains certain restrictions on persons holding direct or
indirect interests in more than one Concession Holder. At the date of this Memorandum, the other Concession
Holders in addition to the Company are Antena 3 Television, S.A. and Gestevisién Telecinco, S.A. The
restriction also applies in respect of Onda Digital, S.A., the holder of a concession to operate digital terrestrial
television services. None of Antena 3 Television, S.A., Gestevision Telecinco, S.A. or Onda Digital, S.A. is listed
on any stock exchange.

Anticle 19.1 of the Private Television Law states that no person may hold, directly or indirectly, shares in
more than one Concession Holder. The Company considers that the effect of this provision differs depending on
whether the relevant ownership interests are held directly or indirectly.

Direct Ownership

According to Article 19.1 of the Private Television Law, the direct ownership of shares.in more than one
Concession Holder is prohibited, irrespective of the percentage of ownership.

Indirect Ownership

in relation to indirect interests, the terms of Article 19 should be read together with other provisions of the
Private Television Law, in particular Articles 21.3 and 23. According to the Company’s interpretation, the
indirect ownership of shares in a Concession Holder should only be taken into consideration if the holder of the
indirect ownership interest has control over the emtity that holds the direct participation in the Concession Holder.

Sanctions

According 10 the Private Television Law, the sanction for the failure to comply with the above-mentioned
restrictions would be the termination of the concession of the Concession Holder(s) affected. The Company
believes that once the Shares are listed, it will not be possible for it to control compliance by third parties with the
restrictions and requirements described above. The Company does not consider it likely that the Concession
could be terminated on the basis of a breach of these restrictions and requirements outside the control of the
Company.

Non-EU Persons Ownership Restriction

Pursuant to Anicle 19.2 of the Private Television Law, individuals or legal persons who are nationals or
residents of a country that is not a member of the European Union may only hold an interest in a Concession
Holder in compliance with the principle of reciprecity, and subject 1o the general limitations on shareholdings in
Concession Holders described above. The principle of reciprocity provides that non-Spanish investors are
allowed the same rights under Spanish law as are granted to Spanish investors in their home country with respect
to investment in television companies. There are no regulations or jurisprudence developing the interpretation of
the principle of reciprocity to investments by persons from other countries in Spanish television companies.

The Company believes that the principle of reciprocity should be considered to apply to every investment in
its share capitel, irrespective of the percentage of ownership.




The Company has been informed by the Ministerio de Fomento, the government department responsible for
enforcement of this legislation, that full reciprocity is recognized for non-EU Member States which are
signatories to the Agreement and Protocol relating to the European Economic Area, namely Norway,
Liechtenstein and lceland. Accordingly an investor which is a national of or resident in an EU Member State or
another couniry which is part of the European Economic Area is not subject to any restriction as a result of
Article 19.2.

Where the laws of another country prohibit foreign participation in the share capital of a television company
above a cenain percentage or require approval for foreign panticipation above a certain percentage, nationals or
residents of that country will be permitted to invest in the Company up to the relevant percentage so established
by the laws of their home country or pursuant to any applicable international agreement.

Set out below, for information purposes only, is the Company’s understanding of the percentage limitations
that apply under current legislation in the selected countries mentioned to investments in television companies by
persons who are not nationals of or residents in that country. The Company’s understanding is based on legal
advice obtained from local counsel based on the law in force in the relevant countries at the date of this
Memorandum. This information does not constitute legal advice by the Company and investors should not base
their investment decision on it. The Company does not assume any obligation to update this information.
Investors that are nationals or residents of countries outside of the European Union or the European Economic
Area should consult their own advisors as to the application of these provisions to them.

The Company understands that under laws currently in force, (i) in the United States, an aggregate limit of
20% applies 10 the aggregate holdings of capital stock by non-U.S. citizens or representatives of non-U.S.
citizens, foreign governments or representatives of foreign governments, and corporations organized under the
laws of a foreign country; (ii) in Canada an aggregate limit of 20% applies to the holdings of voting equity by
persons or entities that are not Canadian; (iii) in Japan, an aggregate limit of 20% applies 10 voting rights held by
non-Japanese individuals, foreign governments, representatives of foreign governments and foreign entities; (iv)
in Singapore, an aggregate limit of 49% applies to holdings by or on behalf of “foreign sources”, defined to
include foreign governments and their agents, companies represented or constituted under a foreign law and
persons who zre not citizens of Singapore; (v) in Switzerland, the legislation requires the holder of a television
broadcasting concession to be under Swiss control, meaning that more than 50% of its sharz capital-and: more
than 50% of voting rights must belong to Swiss natural or legal persons; and (vi) in Hong Kong, an individual .
limit of 2% applies 1o the acquisition of voring rights by individuals and corporations not ordinanly resident in |
Hong Kong. T

In detenmining whether, and the extent to which, an investor from a country which restricts foreign
participation in television companies (including those mentioned above) may invest in the Company, it may be
necessary to take into account existing investment in the Company not only by other nationals or residents of that
country, but also investment by nationals or residents of other countries outside the European Union and the
European Economic Area.

The Private Television Law does not contain any guidance as to how the restrictions on investment by .non-
EU persons should be applied in the case of companies whose shares are publicly traded. The Company does not
maintain, and does not intend to maintain, for this purpose, any specific register or other record of the nationality
or residence of its shareholders.

Sanctions

In case of noncompliance with the restrictions set forth in this section, the same sanctions apply as are
applicable to the restrictions on simultaneous shareholdings described above. See “Risk Factors — Regulatory
matters — Termination of the Concession; Principle of Reciprocity™.

Requirements applicable on Transfer

Any individual or legal person that proposes to acquire, directly or indirectly, a significant participation
(participacion significativa) in a Spanish Concession Holder must give advance notice to the Minisrerio de
Fomento describing the amount of such participation, its terms and conditions and the anticipated closing date of
the transaction. “Significant participation” is defined as 5% of the outstanding share capital or voting rights of the
company, held directly or indirectly. The Ministerio de Fomenio has a period of three months in which it may
oppose such transaction. If three months elapse without any such opposition from the Miniszerio de Fomento, its
authorization is deemed granted. The Ministerio de Fomento may oppose a transaction on the basis (i} that there
exist relationships between the person proposing to acquire the relevant participation and another company
providing television services that could adversely affect the principle of non-concentration of media ownership




established by the Private Television Law or (ii) that the ownership structure of the person proposing to acquire
that relevant participation is not transparent. In addition, the same advance notice must be given to the Ministerio
de Fomento of any increase, direct or indirect, in a significant participation to an amount which equals or exceeds
any multiple of 5% up to 45% of such outstanding shares.

Following completion of (i) any transaction subject to the prior notification requirements described above or
(i1) any disposal that reduces the relevant person’s participation below any of the percentage levels referred to
above, notice of that transaction or disposal must be given to Minisierio de Fomenta, for purposes of registration
of the holders of direct or indirect significant participations in the Special Register for Concession Companies
(Registro Especial de Sociedades Concesionarias).

In addition, investments of foreigners, irrespective of the percentage of ownership, must be notified 1o the
Direccién General de Politica Comercial e Inversiones Exteriores. This notification obligation lays with the
financial institution through which the investment has been executed. See “Description of Capital Stock -
Foreign Investment Regulations”.

In addition, the notification requirements to the CNMYV pursuant to the Spanish Stock Exchange Law must
be complied with. See “Description of Capital Stock” below.
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MANAGEMENT

Board of Directors

Under Spanish Corporate Law, the Consejo de Administracion (“Board of Directors™) is responsible for the
management, administration and representation of the Company in afl matters concerning its business, subject to
the provisions of the Estatutos Sociales (“By-laws™) and the powers conferred upon the shareholders’ meetings.
Under the By-laws, the Board of Directors must consist of no less than 6 and no more than 21 Directors. The
Board of Directors currently consists of 21 members. Members of the Board of Directors are elected by
Sogecable’s shareholders to serve five-vear terms. The By-laws establish that the Board of Directors shall appoeint
a President and one or more Vice-Presidents, who may act on the President’s behalf in his absence. The Board of

Directors is required to appoint a Secretary and a Vice-Secretary which may not be Directors. The Secretary’s . ... ... .

role is to assist with Board Meetings, but is not entitled 10 vote.

Under Spanish Corporate Law and the By-laws, the Board of Directors may delegate its powers 1o a
Comisién Ejecutiva (“Executive Committee™) or to one or more Consejeros Delegados (“Chief Executive
Officers”). Spanish Corporate Law provides that resolutions appointing an Executive Commintee or any Chief
Executive Officer or authorizing the permanent delegation of all, or part of, the Board's powers, require a two-
thirds majority of the members of the Board of Directors and registration of the Board resolution relating to such
delegation at the Mercantile Registry. Under article 23 of the Company’s By-laws, decisions of the Board of
Directors may be adopted by an absolute majority of voting members present or represented. In the event of an
equal number of votes being cast for and against a resolution, the President of the Board of Directors will have a
casting vote. Furthermore, in accordance with article 23, the Board of Directors will meet whenever either the
President calls a meeting of his own accord or upon request of a quarter of the members of the Board of Directors,
in which case such meeting will be held within 15 days of that request.

In addition, the Board of Directors may grant general and specific powers of attorney to any given person,
whether or not a shareholder. Notwithstanding the foregoing, the following powers may not be delegated: (a) the
preseniation to the annual general meeting of shareholders of the Cuentas 4nuales (annual report and accounts);
and (b) those powers granted 1o the Board of Directors by a general meeting of shareholders (unless otherwise
provided in the shareholders’ resolution by which such powers are granted). -

Under Spanish Corporate Law, Directors are only liable to the Company, to the shareholders and to creditots
of the Company to the extent of any losses caused by such Directors’ illegal acts, acts that violate the By-laws
and for the failure 1o carry out their legal duties with diligence. Criminal sanctions may also attach in centain
circumstances.




The table below sets forth certain information with respect to the members of the Board of Directors as at the

date of this Memorandum.
Date of Appointment/

Name Position Renewal'?
Jesus de Polanco Gutiérrez ... ...... ... .. i, President May 1999
Plerre LescUre. .. oottt e e Vice Presidem May 1999
Juan Luis Cebrtdan Echarri . ... ..., Vice President May 1999
Javier Diézde Polanco ... ... ... .. .. i i Chief Executive December 1998
Officer
Bankinter Consultoria Asesoramiento y Atencidn Telefdnica, S.A.

(represented by Ricardo Egea Marcos) . .................. Director May 1999
Canal+ Société Anonyme (represented by Nicholas Stubbs) . .. .. Director May 1999
Enrique Piniel Ldpez .. ................ . . i Director June 1998
Gervasio Collar Zabaleta. ... ......... ... .. ... .. ........ Director June 1998
Corporacion Financiera Caja Madrid, S.A. (represented by José )

Maria Garcia AlonSo) ... vovvinin e e Directer May 1999
Ediciones Monte Aneto, S.A. (represented by Gregorio Maraiién). Director May 1999
Vicente Eulate MacMahon. . ......... ... .. ... .. Director June 1998
Eventos, S.A. (represented by Juan Maria Arenas Uria) ........ Director May 1999
Inversiones Arta, S.A. (represented by Carlos March Delgado). . . Director May 1999
Antonio Lépez Ferndndez . . .. ... .. ... ... ... ... ... Director Meay 1999
Ramdn Mendoza Fontenla. .. ... ... ... ... ... ... ..... Director May 1999
Francisco Pérez Gonzélez . .......... .. .. ... oL, Director May 1999
Laurent Perpere. .. ... ..ot e e Director May 1999
Leopoldo Rodés Castafié .. ........... .. ... ... Director May 1999
Jorge Sempriny Maura ....... ... . .o i Director June 1997
Michel Thoulouze . ... .. ..o i Director June 1998
JuanCueto Alas . . ... i e Director May 1999
Miguel Satristegui Gil-Deigado. ... ....... ... .. ... ..... Secretary September 1998

{non-Director)

(1} A majority of the current members of the Beard of Directors have been Directors of the Company since its incorporation, including Jesus
de Polanco Gutiérrez and Juan Luis Cebrian Echarri.

)

At a meeting of the Board of Directors of the Company held on December 15, 1998, Javier Diez dé Polanco .

“was appointed Chief Executive Officer of the Company. All powers capable of delegation by law and the By-.

Laws have been delegated jointly and severally to the President, Jesds de Polance Gutiérrez, and to the Chief
Executive Officer, Javier Diez de Polanco. The President has a casting vote exerciseable in the event of deadlock
in decisions of the Board.

All of the Directors represent shareholders of the Company on the Board of Directors.

Almost all of the Directors (individual and corporate) hold positions on the board of directors of other
companies, including certain of the Selling Shareholders and other companies in which such Selling Shareholders
are interested.

Executive Comimittee

The Company’s By-laws provide for the establishment of an Executive Committee. Specific functions
delegated to the Executive Committee pursuant to the By-laws include: (i) supervision of the administration and
development of the Company’s business: (ii) review of budgets and of draft accounts for submission to the Board;
(itf) appointment of Directors General and identification of their responsibilities; {iv) regular review of reports
from management; (v) to take those measures which the Executive Committee thinks fit for the protection of the
Company’s interests; and (vi} any other functions delegated by the Board of Directors in accordance with the law.
The delegation of further powers to the Executive Committee requires approval by a two-thirds majority of the
Board. The By-laws do not establish a procedure for the appointment of members of the Executive Committee.
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The table sets forth the membership of the executive committee of Sogecable as at the date of this

Memorandum.

Position

Jests de Polanco GUUAITEZ . ... ..o it i e e

President of the

Executive
Committee
PIeITE L ESCUTE. oo ittt e e e Member
Juan Luis Cebridn Echarmi. ... ... .. i e e Member
Javier Diéz de Polanco ..o e e e e e Member
Bankinter Consultoria, Asesoramiento y Atencidn Telefonica, S.A. (represented by
Ricardo Egea Marcos) . . ..o vv ittt i e e e Member
Gervasic Collar Zabaleta..................... e R Member
Corporacién Financiera Caja Madrid, S.A. (represenied by José Maria Garcia Alonso) . Member
Eventos, S.A. (represented by Juan Marfa Arenas Uria) ........................ Member
Michel Thoulouze . . ... i e e e e i e Member
Leopoldo Rodes Castafié . . .. .. ... ... . e Member
Laurent Perpere. .. . ..o e Member

Miguel Satristegui Gil-Delgado. ........ .. .. i

non-Director

Secretary of the
Executive
Committee

Management Team

The following is a brief summary of the backgrounds of the members of the senior management team of the

Group:

Javier Diéz de Polanco, Chief Executive Officer of Sogecable, S.A. since December 1998. He has 4.degree
in Law from the Madrid Complutense University. Between 1988 and 1998 he was Director General of the
Prisa Group, Director General of the newspaper Ei Pais, Director General of Cadena SER and Director
General of the magazine AS.

Carlos Abad Rico, Director General of Sogecable, S.A. and CanaISate]ite'Dicita] S.A. since January:1998.
He has a degree in Business Studies from the Madrid Complutense University, was Director General of
Canal-r from 1994 and had been a consultant with McKinsey and Company since 1983.

1

Miguel Satristegui Gil-Delgado, Secretary General of Sogecable S.A. since March 1998. He holds a
degree in Law, a degree in Business Studies from ICADE and in 1983 obtained a Doctorate in Law. He was
Director General of Coordination of the Prisa Group from June 1992 to March 1998, second Secretary at the
Ministry of Education and Cuiture from 1987 to Jjulv 1989, Director General of Fine Anis and Archives in
1986 and Technical Secretary General of the Ministry of Education and Culture in 1984.

José Manuel Lorenzo Torres, Direcior General of Canal+ since June 1998. He qualified as an industrial
engineer from ETSII (Madrid) and was the Deputy Director General of Publiespaiia (Fininvest Group) and
Director Generzal of Antena 3 Television.

Juan Casal Velasco, Managing Director of Sogecable, S.A. since March 1998. He graduated in Economics
and Business Studies. He was the Deputy Director Generzal of Cadena SER and Unién Radio from 1996 to

., March 1998 and Finance Director of Cadena SER and Unién Radio from 1989 10 1996,

Matilde Casado Moreno, Finance Director of Sogecable, S.A. since December 1996. She has a degree in
Business Studies from the Autonomous University of Madrid, and was previously the Finance Director of
Canal+ and Director for Management Control at Canal+.

Soledad Alvarez Coto, Broadcasting Communications Director of Sogecable, S.A. since 1998. She
graduated in Political Sciences and Journalism, was appointed Broadcasting Communications Director of
the Prisa Group in 1996, Director of Coordination for Latin America of Canal+ in 1994, and previously was
advisor for Expo-TV.

Rafael Garcia Mediano, Director General of C.I.T., S.L. since 1998. He was Broadcasting Director at

Canal+ from 1993 to 1994 and from 1994 to 1998 was responsible for the management, design, production
and launch of the Group’s theme channels: Cinemania, Documania and Minimax.
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José Luis Bernaldo de Quirds, Director General of Centro de Asistencia Telefonica, S.A. since February
1998. He graduated with a degree in Economics from the Madrid Complutense University in 1970, was
Managing Director of Canal de Editoriales (Cadena Tiendas Crisol), was a member of Area Corporativa
(Santillana group) from 1997 to 1998, and Deputy Director General of the Santillana group from 1990 to
1996.

Fernando Bovaira Forner, Director General of Sociedad General de Cine, S.A. since July 1996. He
graduated in Law in 1987 and obtained a Masters in Broadcasting Communications in 1989. He was Vice
President of Monarchy Enterprices/New Regency Productions from 1994 to 1996 and Director of the
Feature Films Department at Canal+ from 1989 to 1994,

Margaret Nicoll, Director General of Sogepag, S.A. since November 1998. She holds a Masters in French, -
was Foreign Production Director at Canal+ from 1989 to 1998 and Director of the lntemanonal Department
of Figaro Films in Barcelona in 1989.

Javier Baviano Herndndez, Director General of Gestidn de Derechos Audiovisuales y Deportivos, S.L. He
graduated from [CADE. He has been Director General of Prisa, Vice President of Cadena SER, Director
General of Comecosa, President of the daily newspaper “Ya”, Managing Director and Vice President of
EXPO 92, and Managing Director of Business & Culture.

The Company has established 2 management committee, currently composed of all members of the senior
management team. ‘

Corporate Governance Curn

The Board is considering proposals 1o adopt a corporate govemance code in the light’ of the -
recommendations made by the Olivencia Commission. The Board expects to adopt internal regulations to this
effect during 1999. The two principal shareholders of the Company, Prisa Group and Canal + Société:Anonyme,
have expressed their support for the adoption of such regulations. See “Principal and Selfing Shareholders”.
Pending the adoption of these regulatlons the Company will adopt procedures to ensure that contracts with
related parties are entered into on arm’s length terms. 2ie

Compensation et - T

i

' Board of Directors ) ‘ , R

The By-laws estabhsh that the compensatlon of Directors is composed of attendance fees and a fixed annual
fee, as established by the Board of Directors within limits set down by a General Shareholders Meeting of the
Company. The amount of compensation granted to each Director varies in accordance with the office of that
Director and services provided by that Director in the context of the responsibilities of the Board of Directors.
The By-laws also establish that the compensation of the Directors may not include a participation in the profits of’
the Company.

Total compensation paid to the Directors in the financial year ended December 31, 1998 was Ptas 156.5
million. This total comprised Ptas 88.5 million in fixed fees and Ptas 68 million in attendance fees. Directors of
the Company who are also directors of other Group companies do not receive compensation in respect of such
other directorships.

A General Shareholders’ Meeting held on May 18, 1999 approved compensation for the Board of Directors
for the financial year ended December 31, 1999 in a maximum amount of Ptas 100 million in respect of
attendance fees and in a maximum amount of Ptas. 300 million in respect of fixed fees.

The exact amount of the compensation of the Board of Directors for 1999 was fixed at a meeting of the
Board of Directors held on May 18, 1999, in the following amounts:

() attendance fees of Ptas 500,000 per meeting of the Board of Directors and of the Executive Committee
during 1999;

(b) a fixed fee for the year of (i) Ptas 15,000,000 for each of the President, Vice-presidents and Chief
Executive Officer; (i) Pras 10,000,000 for each member of the Executive Commitnee; and (iif) Ptas
5,000,000 for other Directors.

The above amounts will be payable following the approval of the General Shareholders Meeting of the
annual accounts of the Company for 1999; and
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(c) monthly remuneration of the Chief Executive Officer of the Company in the amount established at the
discretion of the President of the Company in exercise of his powers delegated by the Board of
Directors, subject to the limits on compensation set by the General Shareholders Meeting, as described
above. This amount is additicnal to the fixed fee of Ptas. 15 million payable to the Chief Executive
Officer under paragraph (b) above.

Management team

The 1otal 2amount of compensation paid to the management team of the Group in 1998 was approximately
Pras 295 millien, comprising approximately Ptas 247 million in fixed salaries and approximately Ptas 48 million
in variable remuneration.

Share Ownership

As at the date of this Memorandum, those Directors who are individuals, the representatives of those
Directors which are corporate entities and the management team do not own directly any Shares in the Company.
Prisa, one of the principal shareholders of Sogecable, belongs 1o the corporate group controlled by Jesus de
Polanco Guiiérrez.

The Company is examining the possibility of establishing an executive share option scheme for members of
the Board of Directors and senior management. In addition, certain of the shares offered in the Spanish Retail
Offering will be reserved for Group employees, subject to certain conditions. See “Plan of Distribution ~ The
Spanish Offering”.

Pensions
The Company has no pension schemes in place.
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PRINCIPAL AND SELLING SHAREHOLDERS

The Company’s shareholders are Promotora de Informaciones, S.A. (“Prisa™), Canal+ Société Anonyme,
Corporacién General Financiera, S.A. (of the BBV Group), Deya, S.A., Eventos, S.A., Corporacién Financiera
Caja Madrid, S.A,, Hispamarket, S.A. (of the Bankinter Group) and Alba Inmobiliaria, S.A. (together, the
“Selling Shareholders™) and Inversiones Arta, S.A. (together with the Selling Shareholders, the “Existing
Sharcholders™). Deva, S.A., Alba Inmobiliaria, S.A. and Inversiones Anz, S.A. are subsidiaries of Grupo
Corporacidn Financiera Alba, $.A. Eventos, S.A. is a subsidiary of Grupo Scala 2000, S.A.

The following table shows interests of the Existing Shareholders in the Company immediately before and,
assuming exercise in full of the Over-Alletment Option, upon completion of the Global Offering.

Shares Owned Prior to Global Shares Owned After the
Offering Global Offering

Owner ' Number Percent Number Percent
Phsa. .. .. e 22,575,000 25% 19,150,100 16.74%
Canal+ Sociéte Anonyme .. ...........c0unnn 22,575,000 25% 19,150,100 19.74%
Corporacién General Financiera, S.AM . ... .. ... 12,753,370 14.12% 9,985,038 10.29%
Deya, S.A. .o e 6,734,340 10.78% 8,471,008 8.73%
Eventos, S.A. . . i e 7,128,282 7.89% 3,827,997 3.95%
Corporacién Financiera Caja Madrid, S.A........ 4,752,489 5.26% 3,829,770 3.95%
Hispamarket, S.A. .. ... ... .o i 4,752,489 5.26% 3,829,770 3.95%
Alba Inmobiliaria S.A. ... ... ... ... . ... 1,505,000 1.67% 0 0%
Inversiones Arta, SA. .. ...... ... ... ....... 4,524,030 5.01% 4,324,030 - 4.66%
Free Float. .. ..o i e e e 0 0% 24,255,940 25.00%
Total. . e e 90,300,000 100% 97,023,753 100%

1" Prior 1o the Global Offering Corporacion General Financiera, S.A. has granied a stock loan 1o Alba Inmobiliaria. S.A. of 1.505,000

Shares and accordingly Alba Inmobiliaria, S.A. is shown as the holder of those Shares in the table above.

The following tabie shows the number of Shares being initially sold by each Selling Shareholder and the
number of Shares of each Selling Sharcholder which are subject tc the Over-Ailotment Option:

Shares subject to Over-

Name No. of Shares initially sold allocment Option

oY S 2,806,850 618,050
Canal+ Société Anonyme, . . .. ovve e nenen... 2,806,850 618,050
Corporacion General Financiera, S.A. ... ... ... ... 2,268,765 499,567 .
DeYa, S A, e e e 1,035,354 227,978
Eventos, S.A. .. e e 2,704,723 595,362
Corporacidn Financiera Caja Madrid, S.A............. 756,207 : 166,512
Hispamarket, S.A. ... ... i e i e 756,207 166,512
Albz Inmobiliaria, S.A. .. ... ... .. 1,233,411 271,589

Relationship with Principal Shareholders

Upon completion of the Global Offering, the two principai shareholders of the Group will continue 1o be
Prisa and Canal+ Société Anonyme.

Prisa Group
Prisa, together with its subsidiaries (the “Prisa Group™) is one of the leading multimedia groups in Spain.

The Prisa Group’s activities include publishing the leading newspaper with the highest circulation in Spain
“El Pais” and specialized publications such as the financial newspaper “Cinco Dias”, “AS” (sport) and
“Cinemania” (cinema). The Prisa Group participates in the Spanish radio market through SER and in the
development of oniine internet services, through Proel. In 1998, revenues of the Prisa Group were Ptas 1,979
million and net income was Pras 8,247 million.

Canal+ Société Anonyme
Canal+ Société Anonyme, established in 1984, is Europe's lzading pay-TV company, with revenues of
€2,500 million in 1998. Canal+ Société Anonyme participates in all aspects of the pay-TV business, including
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production and distribution of channels, subscriber management, development of interactive and conditional
access technology, production of films and programs and management of rights.

Canal+ Société Anonyme is present in France, Spain, ltaly, Belgium, Netherlands, Poland and Scandinavia.
In France there are 4.5 million subscribers to its premium terrestrial pay-TV services and 1.2 million subscribers
to its DTH service. Canal+ Société Anonyme is also a supplier of technological and programming services to
CsD.

Agreement among Principal Shareholders

The Company has been informed that an agreement was entered into between the two principal
shareholders, Canal+ Société Anonyme and Prisa, on June 28, 1999, for an initial period of two vears (renewable -
on an annual basis), under which the two principal shareholders have agreed to maintain their respective
shareholdings in the Company at a level ro more than 2.75% below the shareholding which each will have upon
conclusion of the Global Offering. In relation to purchases and sales of shares, the parties have granted rights of
first refusal to each other, with a view 1o maintaining their aggregate participation at a constant level following
the completion of the Global Offering.

The parties have also agreed to support each other in maintaining equivalent levels of participation in the
management and administration of Sogecable Group. Specifically, Canal+ Société Anonyme has agreed to
support persons nominated by Prisa to the positions of President and Chief Executive Officer, and Prisa has
agreed to support persons nominated by Canal+ Société Anonyme to the positions of first Vice President. The
parties have also agreed to seek 1o establish a common position on major issues facing the Group, without,
however, restricting their respective rights to cast their votes as sharecholders independently.

The two parties have agreed cerain principles regarding the allocation of powers to the decision-making
bodies of the Company. They have agreed that these principles (including a requirement for thei:Board of
Directors to approve any agreement between a shareholder and the Company) should be refiected in the.corporate
govemance code which is currently being considered by the Board of Directors. They have agreed to support the
adoption of such a code by December 31, 1999,

In addmon the two parties have undertaken: (i) not to adopt any measure which would negate- the -
application of the pnnc1p|es of the agreement; (ii) not to reach any agreement with a third party in relation to its
shareholding or the exercise of voting rights in the decision-making bOdlSS of the Company; (iii) not to delegate
the representation of its respective shareholdings to third parties; and (iv) not to support any third party who
makes an offer for the purchase or exchange of shares in the Company.

In the evem of a material breach of the agreement among the principal shareholders, without prejudice to the
right to terminate the agreement, the party which is not in default will be entitled to acquire any proportion of the
shares in the Company then held by the defaulting party (provided a decision has been issued pursuant to
arbitration proceedings proving the existence of such breach) at a significantly discounted price per share and on
deferred payment terms.

Transactions with Existing Shareholders
The Group has cerrain arrangements with its Existing Shareholders, as summarized below:

Prisa Group

The principal relationships between the Group and the Prisa Group are (i) leases in favor of various members
of the Group for the use of Prisa’s property on Gran Via, Madrid at an average rental of Pras 2,838.83 per square
meter and (i) an agreement for the provision of management services (tax, legal, financial and, in the area of
information technology, management and human resources) by Prisa, in retum for the payment of a management
fee equal to 0.333% of the Group's total revenue in any vear. In addition, there also exist agreements with the
Prisa Group for the production of the Canal+ magazine and advertising arrangements with the newspapers “El
Pais” and “Cinco Dias”, 2ll on arm’s length terms. The total amount invoiced by members of the Prisa Group to
members of the Sogecable Group in 1998 was Ptas 2,318 million.

Canal+ (France)

The Company has a technical assistance agreement with Canal+ Société Anonyme (covering promotional
activites, subscriber management, technological advice, and advice in relation to the acquisition of programming
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rights), in return for the payment of a fee equal to 0.167% of the Group’s total revenue in any year. Other
relationships between Canal+ Société Anonyme and the Group are as follows:

(i) the use by the Group of the Canai+ and Canal Plus trademarks;

(ii) the granting to the Group of certain rights to exploit motion pictures by Canal+ Société Anonyme, and
certain of its subsidiaries including Canal+ Images and Le Studio Canal+;

(iii) license to the Group of the right to produce “Las Noricias del Guiiol”;
(iv) license to the Group of the “C:” trade mark and technical assistance 10 CSD for the production of C: Directo;
(v) license to the Group of conditional access and interactive technology;

{vi) provision to CSD of the Seasons and Cine Classics channels, which are produced by Multhimathigue, S.A,, 2
joint venture company in which Canal+ Société Anonyme participates.

All the arrangements referred 1o above are on arm’s length terms.

The total amount invoiced by Canal+ Société Anonyme and members of its group to the Sogecable Group in
1998 was Pras 2,803 million.

BBV; Caja Madrid; Bankinter

The Group has banking arrangements with centain entities associated with its shareholders for the amounts
indicated: BBV group (Ptas. 3,150 million); Caja Madrid (Ptas. 7,421 million); and Bankinter (Ptas. 1,976
milhion).

Gerencia de Medios, S.A.

Gerencia de Medios, S.A. is a company in which the principal shareholder of Prisa (Promotora de
Publicaciones, S.L.) perticipates, together with the BBV group and Grupo March. The company provides
advertising revenues to the Group on an exclusive bas1s See “Business — Advertising”. In 1998, the company
inyoiced Ptas 527 million to Sogecable.

New ojﬁces and / faciiities at Trés Cantos. ) ‘ .
As described in “Business — The Gmup s Facxlmes Sogecab]e has acquired the share capital of Sociedad !

‘General de Television y Cine, S.A, from the shareholders of Sogecable.
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DESCRIPTION OF CAPITAL STOCK

Set forth below is certain information concerning the authorized and issued capital stock of the Company
and a brief summary of certain significant provisions of the Company’s By-Laws and Spanish Corporations Law.
This description does not purport to be complete and is qualified by reference to the Company’s By-Laws and to
Spanish Corporations Law. Information on the expected principal Spanish trading market for the Shares is set
forth under “Market [nformation”.

General

The issued share capital of Sogecable as of March 31, 1999 is €180,600,000 (Ptas 30,049 million)
represented by 90,300,000 Shares, with 2 nominal value of €2 (Ptas 332.772) each: See “Capitalization™. Non-
residents of Spain may hold and vote Shares subject to the restrictions set forth under “~ Foreign Investment
Regulations™. .

Attendance and Voting at Shareholders® Meetings

Pursuant to the By-laws of the Company and to Spanish Corporations Law, general shareholders meetings
may be either ordinary or extraordinary. Ordinary General Meetings must be convened within the first six months
of each fiscal year on a date fixed by the Board of Directors. As a general rule, Extraordinary General Meetings
may be called from time to time by the Company’s Board of Directors at its discretion or at the request of
shareholders representing at least 5% of the share capital. Notices of all shareholders’ meetings must be published
in the Commercial Registry’s Official Gazette (Boletin Oficial de! Registro Mercantilj and in a local newspaper
of wide circulation within the province in which the Company is domiciled, at least 15 days before the date fixed
for the meeting. The interval between the first and the second call for a shareholders’ meeting must be at least 24
hours.

Action is taken at Ordinary General Meetings on the following matters: approval of the administration of the
Company, the financial statements from the previous fiscal vear and the application of the income-or loss. All
other matiers can be considered at Extraordinary General Meetings. However, even though an Ordinary General
Meeting may have been called, shareholders may still deliberate and decide at such meeting any matter. within
their competency, if included in the agenda.

Only holders of 100 Shares duly registered in the book-entry record maintained by the SCLV at least five
days prior to the day on which a meeting is scheduled to be held are entitled to attend shareholders” meetings.

Each Share entitles the shareholder to one vote. Shares may be voted by proxy. Proxies may be given to any
individual. These proxies must be in writing and are valid only for a single meeting.

The Company's By-laws provide that, on first call, a duly constituted General Meeting of Shareholders
requires the presence in person or by proxy of shareholders representing at least 56% of the subscribed voting
stock. On second call, there is no quorum requirement. Consideration of extraordinary matters such as
modification of Sogecable’s By-laws, changes in Sogecable’s share capital, changes in the corporate form,
merger, spin-cff, issue of bonds, dissolution and liquidation requires on first call the presence in person or by
proxy of shareholders representing at least two-thirds of the subscribed voting stock, and on second call the
presence in person or by proxy of shareholders representing at least one-half of the subscribed voting stock.

A resolution passed in a General Meeting of Shareholders is binding on all shareholders, unless such
resolution is contrary to Spanish law, the By-laws or are prejudicial to the interest of the corporation, to the
interest of one or more stockholders or third parties. In the case of resolutions contrary to law, the right to contest
is extended to all shareholders. In any other case, such right is extended to shareholders who attended the
shareholders’ meeting and recorded their opposition in the minutes, to shareholders who were absent and to those
unlawfully prevented from casting their vote. In certain circumstances (such as change of corporate purpose or
corporate form), Spanish law gives dissenting or absent shareholders the right to withdraw from the Company (if
this right were exercised, the Company would be obliged to purchase the relevant shareholding(s) at a price equal
to the average market value of the shares for the last quarter).

Under Spanish Corporations Law, shareholders who voluntarily aggregate their shares so that the capital
stack so aggregated is equal to or greater than the result of dividing the total capital stock by the number of
directors have the right to appoint a corresponding proportion of the members of the Board of Directors
(disregarding the fractions). Shareholders who exercise this right may not vote on the appointment of other
directors,




Foreign Investment Regulations

Spain has traditionally regulated foreign currency movements and foreign investments. However, since the
end of 1991, Spain has moved into conformity with EU standards regarding free movement of capital and
services. On April 23, 1999, 2 new regulation on foreign investments was approved that brings existing regulation
in line with the provisions of the EU Treaty. As a result, exchange controls and foreign investments are, with
certain exceptions, completely liberalized.

Subject as described below. foreign investors may freely invest in shares of Spanish compenies and need
only file a notification of the investment afier the transaction has taken place. This notification is justified for
statistical and administrative information reasons.

If the foreign investor is a resident of a tax haven, as defined under Spanish Law, the investment must be
notified prior to it taking place as well as after the transaction has been effected. However, prior notification is not
necessary in the following cases:

(a) investments in listed securities, whether negotiated in an official secondary market or not, as well ‘as
investments in participations in investment funds registered with CNMV; and

(b} if the foreign shareholding does not exceed 50% of the capital of the Spanish company that is the recipient of
the investment.

Under the new regulation, foreign investments must be notified when undertaken by a non-resident natural
or legal person. including foreign public Jegal entities.

In addition to the notices of disclosure of significant participations that must be sent to the relevant company,
the CNMVY and the relevant Spanish Stock Exchanges, foreign investors are required 1o serve such notices to the
Spurnush Dircctorate of Foreign Investments.

Additional regulations to those described apply to investment In some specific sectors, mcludmg air
transpon. radio. xelev)smn telecommumcanons oo

Exachunge Control Regulation ’ i » R .
Pufsuant 1o Royal Decree 1816/1991 of December 20, 1951 relating to Economic Transactions with Non-

Rusidents and EC Directive 88/361/EEC, receipts, payments or transfers between non-residents and residents of ~

Spuin ere liberatized and, except as stated above, official consent is not required under Spanish law or regulations
for uny imvestment in the Shares.

Preeqiptive Rights

Pursuant to Spanish Corporate Law, shareholders and holders of convertible bonds have rights of
precmption (“Preemptive Rights™) to subscribe for any new shares issued by the Company, including the Shares,
andd 1ot bonds 1ssued which are convertible into shares, Such Preemption Rights may be excluded under special
ce~ if precluded by a resolution passed at a meeting of shareholders in accordance with Article 159 of
the aramish Corporate Law,

IN 4N PR Y |

Form und Transfer

Thye shares are in book entry form and are indivisible. Joint holders must nominate one person to exercise
their ~harcholders™ rights, though joint holders are jointly and severally liable to the Company for all obligations
anwny trom their status as shareholders. The SCLV, which manages the clearance and settlement system of the
Spanish Stock Exchanges, maintains the central registry of shares reflecting the number of shares held by each of
it member entitics ¢ “entidades adheridas”) as well as the amount of such shares held by beneficial owners. Each
member entity in turn maintains a register of the owners of such shares.

Transfers of shares quoted on a Spanish Stock Exchange must be made through or with the participation of a
member of a Spanish Stock Exchange that is an authorized broker or dealer (Sociedad o Agencia de Valores) by
book-entry registry or delivery of evidence of title to the buyer. The transfer of shares may be subject to certain
fees and expenses of the above entities. See “Market Information™.

Reporting Requirements
The CNMV, the relevant Spanish Stock Exchange(s), the company whose shares are affected and, where the
person or group effecting the transaction is a non-Spanish resident, the Spanish Registry of Foreign Investments




must be notified of an agreement for the acquisition or disposal of shares in a company listed on a Spanish Stock
Exchange, within seven business days of such acquisition or disposal, where:

i) in the case of an acquisition, such acquisition results in that person or group holding 5% (or successive
q p g 4
multiples thereof) of the share capital of that company; or

(i) in the case of a disposal, such disposal takes any existing holding of that person or group below a threshold
of 5% (or its successive multiples) of the share capial of the company.

Furthermore, any person must similarly report any acquisition or disposal, regardless of size of the shares in
a company listed on a Spanish Stock Exchange if such person is a member of the Board of Directors of the
company. Additional disclosure obligations apply to purchasers in designated tax havens or jurisdictions lacking
adequate supervision, and also in respect of voting agreements.
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TAXATION

The following discussion is a summary of certain Spanisk and United States federal income tax
considerations relating to an investment in the Shares. The discussion is based on current law and is for general
information only. The discussion does not address all possible tax consequences relating to an investment in the
Shares. It does not address the tax wreaimen: of investors subject to special rules, such as banks, dealers,
insurance companies, 1ax-exempt entities, holders of 10% or more of the Company's voting shares, and persons
holding Shares as part of a hedge, straddle, conversion or constructive sale transaction. The Company believes,
and this discussion assumes. that it is nor and will not become a passive foreign investment company (“PFIC”}
Jor U.S. federal income tax purposes. Prospective investors in the Shares are urged to corsult their tax advisors
regarding the applicable tax consequences of acquiring, holding and disposing of the Shares, based on the
particular circumstances. The discussion is based upon laws and relevant interpretation thereof in effect as at the
date of this Memorandum, all of which are subject 10 change. possibly with retroactive effect.

Spanish Taxation Considerations
General

As used in this particular section, the term “Holder™ means a beneficial owner of shares:
(i} who is an individual or corporation resident of any country other than Spain; and

(i) whose ownership of shares is not effectively connected with a permanent establishment or fixed base in
Spain.

Non Residents Income Tax-Taxation of Dividends

As a general rule, dividends paid by Spanish corporations to a Holder will be subject to Non—Re51dents
Income Tax (NRIT) at a rate of 25% on the gross amount of the dividends. :

However, residents of centain countries, who are entitled to the benefits of the relevant Double Taxation
Convention (DT), will benefit from a reduced tax rate (15% or 10%, in most cases, depending on the:particular
DTC and the participation held in the Company) subject to the satisfaction of any conditions specified’in the DT.
Spain currently has DTs with Argentina, Australia, Austria. Belgium, Bolivia, Brazil, Bulgaria,’ Canada, the
Czech Republic (applicable also to the Republic of Slovakia), China, Denmark, Ecuador, Finland, France,
Germany, Hungary, India, Ireland, ftaly, Japan, Korea, Luxembourg, Mexico, Morocco, Norway. The
Netherlands, The Philippines, Poland, Portugal, Romania, Sweden, Switzerland, Thailand, Tunisia; Russia
{which may apply 10 the members of the Confederation of Independent States), the United Kingdom and the
United States. Furthermore, dividends distributed by a Spanish resident subsidiary to its EU-resident parent
company may be exempt from any Spanish taxation if all requirements to benefit from the EEC Directive 90/433
as implemented in the Spanish NRIT Act are met.

Upon distribution of the dividend the Company must withhold an amount equal to the tax due according to
the rules set forth above. However, the applicability of the relevant reduced tax rate or exemption should be
evidenced by the Holder before dividends become payable through a centificate of residence issued by the tax
authorities of the Holder’s residence State; otherwise, withholding should be carried out at the general tax rate of
25%. Should a withholding of 25% be made then, a refund procedure of the amount withheld in excess of the DT-
reduced rates or the exemption ¢an be initiated by the Holder if the certificate of residence can be furnished
afterwards.

Non Residents Income Tax-Taxation of Capital Gains

Capital gains derived from shares issued by Spanish resident entities are considered 10 be Spanish source
income, and therefore, are taxable in Spain at a general rate of 35%. Capital gains and losses will be calculated
separately for each investment. It is not possible to offset capital gains with losses.

However, capital gains will be exempt from taxation in Spain in the following cases:

(i) Capital gains deriving from shares which are being traded in a Spanish official secondary market obtained by
Holders which are resident of a State which has entered with Spain into a DT which includes an “exchange
of information™ clause.
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(i) Capital gains obtained by Holders resident in another member state of the EU, provided that:

(a) during the preceding 12 months the Holder did not hold 2 direct or indirect interest of 25% or more of
the capital or equity of such entity;

(b) the assets of the Spanish resident company do not consist mainly of Spanish real estate; and
{c) the gain is not obtained through a territory statutorily defined as tax haven.

Additionally, capital gains realized by non-residents of Spain who benefit from an applicable DT, other than
those mentioned above, will, in the majority of cases, not be taxed in Spain (since most tax treaties provide for
taxation only at the Holder’s country of residence). Please note, however, that most DTs entered into by Spain in
the last eight years provide for the ability of the source country to subject to tax capital gains dermnc from
equities if the holding is above a significant threshold (usually 25%).

The Holder must file the relevant tax returns. The Holder’s tax representative in Spain, the payer of the
income, and the depositary of the shares are also entitled to carry out such filing.

Distribution of Stock Rights

The allotment of shares and the allotment of preemptive rights with respect to shares are not subject to
Spanish tax.

Under Spanish law, the tax treatment of the proceeds of a sale or other disposition of preemptive rights
depends on whether the underlying shares to which such rights relate are listed on a Spanish stock exchange and
on the relationship between the proceeds and the acquisition cost of such shares.

If the shares are listed on a Spanish stock exchange, the amounts received by Holders from the sale of
subscription or preemptive rights reduce the tax basis of the Shares, and, to that extent, are not taxable. Should the
tax basis of the shares be reduced to zero, any amounts received in excess will be taxed as a capital gain in the
penod in which the disposal of the subscnpnon rights takes place. ’

In any evem the exempnons set out in “Non Residents Income Tax- Taxatxon of Capltal Gains” are’

:apphcable to the gain obtained. . woT

1

Spanish Wealth Tax

Spanish Wealth Tax is levied on the net worth of an individual’s assets at rates ranging between 0.2% and
2.5%. Non resident individuals who hold shares on the last day of any year will be subject to such tax on the
average market value of the shares during the last quarter of such year. In relaticn to this tax, the Ministry of
Economy and Finance will publish the average market value of such shares for the fourth quarter of each year.

The individual Holder of the shares or the depositary of his shares in Spain must file the corresponding tax
return usuaily between May 1 and June 20 of each year.

Spanish Inheritance and Gifts Tax

Transfer of shares on death and by gift to individuals are subject to Spanish Inheritance and Gifts Tax,
respectively, if the transferee is a resident of Spain at the time of death or the gift, or if the shares are located or
exercisable in Spain at the time of death or the gift, regardiess of the country of residence of the beneficiary. The
applicable tax rate, after applying all relevant factors, ranges between 0% and 81.6% for individuals. Companies
are not subject to inheritance and gifts taxes, and the income they obtain from that source will be levied by
corporate tax on a3 capital gain.

Transfer of shares

Transfer of shares will be exempt from Transfer Tax or Value Added Tax. Additionally, no Stamp Duty will
be levied on such transfers.

United States Federal Income Tax Considerations

Prospective purchasers should consult their own tax advisors about the U.S. federzl, state and local tax
consequences to them of an investment in the Shares.
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As used herein, “U.S. Helder” means a beneficial owner of Shares that is (i) a U.S. citizen or resident, (ii) 2
corporation, pantnership or other business entity organized under U.S. laws, (iii) a trust subject to the control of a
U.S. person and the primary jurisdiction of a U.S. court and (iv) an estate the income of which is subject to U.S.
federal income tax regardiess of its source. The discussion addresses only U.S. Holders that will hold Shares as
capital assets and use the U.S. Dollar as their functional currency.

Taxation of Dividends

Dividends paid with respect to the Shares (including the amount of Spanish taxes withheld) generally will be
included in the gross income of 2 U.S. Holder as ordinary income from foreign sources. The dividends will not be
eligible for the dividends-received deduction available to corporations. Dividends pzaid in Spanish Pesetas will be
includible in a U.S. Dollar amount based on the exchange rate in effect on the date of receipt whether or not the
payment is converted into dollars at that time. Any gain or loss recognized on a subsequent conversion of the
Spanish Pesetas for a different amount will be U.S. source ordinary income or loss. Distributions to U.S. Holders
of additional Shares or rights to acquire additional Shares that are made as part of a pro rata distribution to all
shareholders of the Company might not be subject to federal income tax.

In general, a U.S. Holder is subject to a 25% Spanish withholding tax on any dividend payment. However,
an eligible U.S. Holder generally should be entitled to claim a reduced rate of Spanish withholding tax equal to
15% under the tax treaty between the United States and Spain and generally may claim a deduction or foreign tax
credit for any such raxes not refundable to it by the Spanish tax authorities. The reduced rate will be zpplied by
the Company when dividends are paid if the U.S. Holder has provided to the Company a current certificate of
residence or IRS Form 6166 or successor form. Otherwise, the Company will withhold tax at a 25% rate and the
U.S. Holder may obtain a refund of the overpayment by filing with the Spanish tax authorities the centificate of
residence and the appropriate refund form.

Capital Gains

U.S. Holders will recognize capital gain or loss on the sale or other disposition of the Shares. Any gain or
loss generally will be treated as U.S. source.

Because the Shares are listed on a Spanish secondary market, gains realized on a szle or disposition of
Shares by a U.S. Holder should not be subject to Spanish capital gains tax. However, 2 U.S. Holder may be
required to provide a certificate of residence onIRS Form 6166 or successor form to establish that it is entitled to
the exemption. " - : - ' :

Under the 1ax treaty between the United States and Spain, gains from the sale or other disposition of the
Shares by a U.S. Holder will not be subject to Spanish tax so long as the Helder has not, at any time dunng the
12-month period before the disposition, held at least 25% of the Shares.

Backup Withholding and Information Reporting

Dividends from the Shares and proceeds of sale of the Shares may be reported to the U.S. Internal Revenue
Service and a 31% backup withholding tax may apply to such amounts unless the holder (i) is a corporation, (ii)
provides an accurate taxpayer identification number (in the case of a U.S. Holder) or a properly executed IRS
Form W-8 (in the case of other holders) or (iii) otherwise establishes a basis for exemption. The amount of any
backup withholding tax will be allowed as a credit against the U.S. Holder’s U.S. federal income tax liability.
After 2000, the requirements and procedures for establishing an exemption from information reporting and
backup withholding will change.
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MARKET INFORMATION

Listing

Prior to the Global Offering, no market existed for the Company’s securities. Application will be made for
the Shares to be listed on the Spanish Stock Exchanges (as defined below) and be quoted on the Automated
Quotation System. It is expected that this will occur on or about July 22, 1999, once the notarial deed
incorporating the resolution of increase of share capital has been registered with the Commercial Registry of
Madrid, the Shares in book entry form have been recorded at the SCLV and the CNMV has verified that the
requirements for listing have been fulfilled.

VTrading

At December 31, 1998, there were 486 companies listed and traded on the Madrid Stock Exchange. The
market capitalization of all companies listed on the Madrid Stock Exchange as of December 31, 1998, was
approximately Ptas 57 trillion (U.5.3400 billion), and reported trading volume of companies for the twelve
months ended December 31, 1998, was Ptas 33 trillion (U.S.5230 billion).

Automated Quotation System

The Automated Quotation System was introduced in 1989 and links the Spanish Stock Exchanges (Madrid,
Barcelona, Bilbao, Valencia), providing those securities listed on it with a uniform continuous market. that
eliminates share price differences on the local exchanges. The principa; feature of the system is the computerized
matching of buy and sell orders at the time of entry of the order. Each order is executed as soon as a matching
order is entered but can be modified or cancelled until executed. The activity of the market can be continuously
monitored by investors and brokers. The Automated Quotation System is operated and regulated by the'Sociedad
de Bolsas, SA. (the “Sociedad de Bolsas™), a corporation owned by the companies that manage the four-local
exchanges. All trades on the Automated Quotation System must be placed through a brokerage firm, an:official
stockbroker or a dealer firm member of a Spanish Stock Exchange (*Sociedad de Valores.y Bolsa™ or. “4aenc1a
de Valores y Bolsa”) -

‘Ina pre-openiﬁg session held from 9:00 a.m. to 10:00 a.m. each day, an opening price is established for-each
security traded on the Automated Quotation System based on tentative orders placed at that time. The trading'of a
relevant security requires that the first market price, fixed during the pre-cpening session or after such period,
may not vary by more than 15% with respect to the closing price of the previous day (such closing price being the
reference price). Notwithstanding this, if during the opened trading session. there are offers or bids which differ
by more than 15% on a significant amount of the securities, trading may be authorized with variations in the price
of up to a maximum of 20% by reference to all securities. In exceptional circumstances (including the
incorporation of new securities to the Automated Quotation System) and after giving notice to the CNMV, the
Sociedad de Bolsas may establish an opening pnce without regard to the reference price, alter the price range for
permitted orders with respect to the reference price and modify the reference price.

The computerized trading hours are from 10:00 a.m. to 3:00 p.m. during which time the trading price of a
security is perminted to vary up to 15% (or 20% as discussed above) of the previous trading day’s c]osmo price.

Between 5:00 p.m. and 8:00 p.m., trades may occur outside the computerized matching system without prior
authorization of the Sociedad de Bolsas, at a price within the range of 5% above the higher of the average price
and closing price for the day and 5% below the lower of the average price and closing price for the day, if the
trade involves more than € 300,000 and more than 20% of the average daily trading volume of the stock during
the preceding three months and if all outstanding buy or sell orders meeting certain conditions, inter alia, with a
value of at least € 30,000 and no more than € 60,000 or 5% of the average daily trading for the securities in the
preceding three closed months have previously been converted. At any time trades may take place (with the prior
authorization of the Sociedad de Bolsas) at any price if {i) the trade involves more than € 1.5 million and more
than 40% of the average daily volume of the stock during the preceding closed three months, (i1) the transaction
derives from a merger or spin-off process, or from the reorganization of a group of companies, (iii) the
transaction is performed for the purposes of settling a litigation or completing a coemplex group of contracts, or
(iv) the Sociedad de Bolsas finds other justifiable cause. Information with respect to the computerized trades
between 10:00 a.m. and 5:00 p.m. is made public immediately, and information with respect to trades outside the
computerized matching system is reported to the Sociedad de Bolsas by the end of the trading day and published
in the Boletin de Cotizacién and in the computer sysiem by the beginning of the next trading day.
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Clearance and Settiement System

Transactions carried out on the Spanish Stock Exchanges are cleared and settled through the SCLV. Only
members of the SCLV are entitled to use it, and membership is restricted to authorized broker members of the
Spanish Stock Exchanges, the Bank of Spain (to the extent that an agreement, approved by the Spanish Ministry
of Economy and Finance, is reached with the SCLV) and, with the approval of the CNMYV, other brokers not
members of the Spanish Stock Exchanges, banks, savings banks and foreign settlement and clearing systems. The
SCLV is owned by its members (excluding, if applicable, the Bank of Spain) and by companies which manage
the local exchanges. The clearance and setilement system and its members are responsible for maintaining the
records of purchases and sales under the book entrv system. The SCLV, which manages the clearance and
settlement system, maintains a register reflecting the number of the shares held by each of its member entities
{each an entidad adherida) on its own behalf as well as the global amount of shares held by the relevant entidad
adherida on behalf of their owners. Each member entity, in turn, maintains a register of the owners of such shares.
Spanish law considers the legal owner of the shares to be (i) the member entity appearing in the records of the
SCLYV as holding the relevant shares in its own name, or (ii) the investor appearing in the records of the member
entity as holding the shares.

The SCLYV has approved certain regulations introducing the so-called “T+3 Settlement System™ by which
the settlement of any transactions must be made three working days following the date on which the transaction
was carried out,

Obtaining legal title to shares of a company listed on any of the Spanish Stock Exchanges through a
transaction in the Automated Quctation System requires the involvement of a Spanish brokerage firm or a dealer
firm in the relevant sale and purchase transaction and transfer of the shares by book entry. No brokerage fees will
be charged in connection with the acquisition of the Shares.

Law 24/1988 of July 28, 1998 regulating the Spanish securities markets has been modified by Law 37/1998
of November 16, 1998 which implements the Investment Services Directive (93/22/EEC). Law 37/1998 allows,
under certain conditions, transactions on securities listed in the Spanish Stock Exchanges and admitted to trading
on the Automated Quotation System 1o be carried out without complying with the regulations described above.
Secondary legislation is anticipated to be implemented shortly developing the principles contained in.Law:.
2471988, as amended, for such transactions. Investors should consult with their own advisors s to the ]eaal tax,
busmess financial and relaxed impact of each new legislation when it is 1mp]ememed

Tradiné by the Company and its Subsidiaries in the Shares

Under Spanish Corporation Law, a Spanish company may only purchase its own shares if the acquisition has
been approved by the shareholders in a general meeting, if the shares to be purchased are fully paid and if the
nominal value of the shares to be purchased {(when added to those already held by the company) does not exceed
10% (or 5% in the case of companies whose shares are listed on any of the Spanish Stock Exchanges) of the
nominal value of the company’s issued capital stock. If a company purchases any of its own shares, the company
must create a non-distributable reserve equal to the value of the purchased shares on the books of the company. A
company may also elect to cancel the shares so purchased and reduce its issued capital stock accordingly. While a
company holds any of its own shares, those shares do not carry any rights to dividends or other distributions or
voting rights, although they will be counted for the purposes of computing the quorum requirements for general
meetings of shareholders. Unless shares so purchased are cancelled, they can be resold by the company. If a
company purchases any of'its own shares in breach of the limits imposed by Spanish Corporation Law, the excess
shares so purchased must be disposed of or cancelled within one year or within three years if the only limit
breached relates to the above-mentioned 10% or 3% limit.

Certain of the restrictions described above also apply to a purchase by any subsidiary in its parent company.
If the shares of the company of which shares are purchased are listed on the Spanish Stock Exchanges, such
purchases must be reported to the CNMV when they exceed, or cause the company’s and any subsidiaries’
purchases to exceed, 1% of the total capital stock of the company.

Tender Offers

Pursuant to Royal Decree 1197/1991, subject to certain exceptions, any individuzl or corporation proposing
to acquire shares (or other securities that may directly or indirectly give the right to subscription of such shares) in
a company whose capital is admitted for trading on a Spanish Stock Exchange, thereby reaching a participation of
25% or more in the company’s capital, may not do so without first launching a public tender offer 1o acquire
shares on the terms and conditions laid down in such Royal Decree. Similar obligations are imposed by the Royal
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Decree with respect to 25% holders who wish to increase their shareholdings by 6% or more within a twelve
month period and to holders who wish to obtain 2 holding of 50% or more. The provisions of Royal Decree 1197/
1691 apply not only to the offeror but also to members of the same group of companies of the offeror, to legal
entities or to individuals acting in concert (cornected persons) with the offeror, and to associates of the offeror.

Other Characteristics

Investing in securities of companies listed on any of the Spanish Stock Exchanges may involve special
considerations not typically associated with other securities markets. The Spanish Stock Exchanges have
substantially less trading volume than the securities markets of certain other Western European countries. In
addition, securities traded on the Spanish Stock Exchanges may be less liquid and more volatile than the

- secunities traded in certain other securities markets. Accordingly, the Spanish Stock Exchanges may be

substantially affected by events generally affecting securities markets as well as by the trading of significant
blocks of securities. The limited liquidity of the Spanish Stock Exchanges may also affect the ability of an
investor to acquire or dispose of securnities at the price and time it wishes to do so.

Shares Deposited with Eurociear and Cedelbank

Shares deposited with depositaries for Euroclear and Cedelbank and credited to the respective securities
clearance account of purchasers in Euroclear or Cedelbank against payment 1o Euroclear or Cedelbank will be
held in accordance with the Terms and Conditions Governing Use of Euroclear and Cedelbank, the operating
procedurcs of the Euroclear System, as amended from time to time, and the Management Regulations of
Cedelbank and the instructions to Panicipants of Cedeslbank, as amended from time to time, as-applicable.
Persons on whase behalf accounts at Euroclear or Cedelbank are maintained and to which shares have been
credited (“investors™) shall have the right to receive the number of shares equal to the number of.shares so
credited. upon compliance with the foregoing regulations and procedures of Euroclear or Cedelbank.

With respect 1o the shares that are deposited with depositaries for Euroclear or Cedelbank, such shares will
be initially recorded in the name of Euroclear, or one of its nominees, and in the name of Cedelbank, or.one of its
nominces. Thereaier, investors may withdraw shares credited to their respective accounts if they wish to do s,
upon pavment of the applicable feds described below, if any, and obtaining the re]evant recordmo in the bock
entry registnes kept by the members of the SCLV

Under Spanssh faw. only the recorded ho(der of the sbares accordmo to the registry kept by the SCLV is
entitled 10 rezene dividends and other distributions and to exercise voting, pre-emptive and other rightsin respect
of such shares. Euroclear or its nominee and Cedelbank or its nominee will be the sole recorded holders of the
shares thut are deposited with the depositaries for Euroclear and Cedelbank until such time as investors exercise
their nzghts 1o withdraw such shares and cause them to obtain the recording of the investor’s ownership of the
shares 1n the beok entry registries kept by the members of the SCLV,

Cush Jdividends or cash distnibutions, as well as stock dividends or other distributions of securities, received
in respect of the shares that are deposited with the depositaries for Euroclear and Cedelbank will be credited to
the cush accounts maintained on behalf of the investors at Euroclear and Cedelbank, as the case may be, after
deduction tor apphicable withholding taxes, in accordance with the applicable regulations and procedures of
Euroclear and Codelbank. See “Taxation”.

Each of Euroclear and Cedelbank will endeavor to inform investors of anv significant events of which they
have nouce arlernng the shares recorded in the name of Euroclear or its nominees and Cedelbank or its nominees
and requinny souon to be taken by Investors. Each of Euroclear and Cedelbank may, at its discretion. take such
action ax 1t shall deem appropriate in order to assist investors to direct the exercise of voting rights in respect of
the shares. Such actions may include (i) acceptance of instructions from investors to execute or to arrange for the
execution of. provies. powers of attorney or other similar certificates for delivery to the Company or its agent; or
{11) voung of such shares by Euroclear or its nominees and Cedelbank or its nominees in accordance with the
instructions of investors. '

If the Company offers or causes ‘o be offered to Euroclear or its nominees and Cedelbank or its nominees, as
the recorded holders of the shares with respect to the shares, any rights to subscribe for additional shares or rights
of any other nature, each of Euroclear and Cedelbank will endeavor to inform investors of the terms of any such
rights issue of which it has notice in accordance with the provisions of their regulations and procedures referred
to above. Such rights will be exercised, insofar as practicable and permitted by applicable law, according to
written instructions received from investors, such rights may be sold and, in such event, the net proceeds will be
credited 10 the cash account maintained on behalf of the investor with Euroclear or Cedelbank.
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PLAN OF DISTRIBUTION

Under the terms and subject to the conditions set forth in the Placement Agreement dated July 19, 1999 (the
“Placement Agreement”) among the Company, the Selling Shareholders and the international managers named
below for whom Morgan Stanley & Co. International Limited is acting as Glebal Coordinator, the intemational
managers have severally agreed to purchase, and the Company and the Selling Shareholders have agreed to sell to
the international managers, 12,653,272 Shares of the Company.

The following table sets forth the commitments of the international managers:

Number of
International managers Offer Shares
Morgan Stanley & Co. International Limited . .. ... ... .. .. .. .. ... ... ..., 6,201,083
Goldman Sachs Intermational . . . ... ... 0 i e e e oo~ 1,265,527
Merrill Lynch Intemational . . .. ..o i i i e e e 1,265,527
Crédit Agricole IndosUBZ. . .. . L . i e e 885,869
A BaS . . . 885,869
SOCIETE GENerale . . . ..ttt e e e e 885,869
ABN AMRO Rothschild .. ... o e e e e e 316,382
BBV Interactivos, S.A., SV B. Lo i i e e e 316,382
Banco Santander de Negocios, S A .. ottt ittt e e e e e e - 316,382
Kleinwort Benson Limited. . . .. ..o i i i e e e 316,382
Y O 12,655,272

The intemational managers are offering the Shares subject to their acceptance of the Shares from the
Company and the Selling Shareholder and subject to prior sale. The Placement Agreement provides that the
obligations of the several international managers to pay for and accept delivery of the Shares are subject to

approval of certain legal marters by their counsel and to certain other conditions. The international managers are _
obligated to take and pay for all of the Shares offered hereby (other than the Shares covered by the Over- -

Allotment Option described below) if any such shares are taken.

The Selling Shareholders have granted to the Global Coordinator, on be_half of the international managers *

.and the Spanish institutional managers, an option, exercisable within 30 days of the Listing Date, to purchase up
to an additional 3,168,820 existing Shares at the public offering price set forth on the cover page hereof, less
underwriting discounts and commissions. The Global Coordinator may exercise such option solely for the
purpose of covering over-allotments, if any, made in connection with the offering of the Shares offered hereby.
To the extent such option is exercised, each International manager will become obligated, subject to certain
conditions, to purchase approximately the same percentage of such additional Shares as the number set forth next
to such international manager’'s name in the preceding table bears to the total number of Shares set forth for all
international managers in the preceding table.

In consideration of the agreement by the international managers to subscribe for and purchase the Shares,
and subject to the Shares being issued and sold as provided in the Placement Agreement, the Company and the
Selling Shareholders shall pay to the international managers selling, underwriting and management commissions
of 3.5% of the Offer Price of the Shares sold, as applicable, in the Global Offering. In addition, the Company and
the Selling Shareholders will pay a financial advisory commission to the Global Coordinator of 0.25% of the
Offer Price of the Shares subscribed for or sold in the Global Offering (including in exercise of the Over-
Allotment Option) and may pay to the Global Coordinator an additional financial advisory commission of up to
0.25% of the Offer Price of the Shares subscribed for or sold in the Global Offering (including in exercise of the
Over-Allotment Option), to be determined at the discretion of the Company and the Selling Shareholders
depending on the success of the Global Offering. In addition, the Company has agreed to reimburse the
international managers in respect of certain expenses in connection with the Global Offering.

The Placement Agreement provides that the obligations of the intemational managers are subject to certain
conditions precedent and the Placement Agreement may be terminated by the international managers in certain
circumstances prior to 2:00 a.m. (Madrid time) on the day following the registration at the Madrid Mercantile
Registry of the public deed of increase in the share capital of the Company (the “Capital Increase™) resulting in
the issue of the 6,723,753 new shares being offered by the Company in the Global Offering (the “New Shares™).

Pursuant 10 Spanish law, the intemational managers will pay for the New Shares on or about July 20, 1999
(the “Closing Date™). Payment for the New Shares shall be made on behalf of the international managers by
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Banco Santander de Negocios, S.A., as agent bank (the “Agent™). The New Shares will come into existence once
recorded in book entry form with the SCLV following the registration at the Madrid Mercantile Registry of the
public deed relating to the Capital Increase and the provision of a copy to the SCLV. The New Shares will be
delivered on the Settiement Date. The Shares sold by the Selling Shareholders (the “Existing Shares”) will be
delivered against payment therefor on the Settlement Date.

Upon termination of the Placement Agreement, and in certain other circumstances, including if the Shares
are not admitted to listing by 10:00 am (Madrid time) on August 2, 1999, the Global Offering will automatically
be revoked.

Where Shares have already been delivered by the Company or the Selling Shareholders and the purchase
price has been paid by the international managers or investors, the principal consequences of revocation of the
Global Offering are: (i) the international managers or investors (as applicable) would be obliged to return title to
the Shares to the Company or the Selling Shareholders (as applicable); and (ii) the Company and the Selling
Shareholders would be obligated to return the moneys received by them in respect of the subscription or sale of
the Shares in the Glotal Offering (as applicable). by redemption of the Shares by the Company (to the extent
possible) or by purchase by the Company and/or the Selling Shareholders.

In the event that any manager is required, pursuant to its underwriting commitment, to buy Shares
representing 5% or more of the share capital of the Company, such manager is required to obtain the approval of
the Ministerio de Fomento. See “Requirements and Restrictions Applicable under Spanish Law to Ownership and
Transfer of Shares”.

The Company and the Selling Shareholders have been advised by the international managers that the
international managers propose to resell the Shares initially at the price set forth on the cover page hereof (1) to
“qualified institutional buyers” (as defined in Rule 144A under the Securities Act) (“QIBs") in reliance on
Rule 144A under the Securities Act and (2) to foreign purchasers outside the United States in compliance with
Regulation S under the Securities Act that agree in writing to comply with the transfer restrictions and other
conditions set forth in the Placement Agreement. See “Transfer Restrictions™.

The Shares have not been registered under the Securities Act and may not be offered or sold within the
United States or 10, or for the account or benefit of, U.S. persons except as described in the immediately
preceding paragraph. v BT

The international managers have advised .the Company and the Selling Shareholders that certain of the
international managers presently intend to make a market in the Shares as permitted by applicable laws and
regulations. Such intemational managers are not obligated, however, to make a market in the Shares and any such
market making may be discontinued at any time at the discretion of such international managers. Accordingly, no
assurance can be given as to the liquidity of, or trading markets for, the Shares.

The Company and all of the Company’s shareholders have agreed with the international managers that they
will not, for 2 period of 180 days after the Listing Date, without the prior written consent of the Global
Cocrdinator, (i) issue, offer, pledge, sell, contract to sell, sell any option or ccntract to purchase, purchase any
option or contract to sell, grant any option, right or warrant to purchase, lend or otherwise transfer or dispose of,
directly or indirectly, any Shares or any securities convertible into or exercisable or exchangeable for Shares, or
(ii) enter into any swap or other arrangement that transfers to another, in whole or in part, any of the economic
consequences of ownership of the Shares, whether any such transaction described in clause (i) or (if) above is to
be seitled by delivery of Shares or such other securities, in cash or otherwise, provided that the above restriction
will not apply to (x) the sale of Shares to the international managers and the Spanish managers or (y) the transfer
of any Shares by the Company in relation to the Employee Offering. See “— The Spanish Offering” below.

In order to facilitate the offering of the Shares, the international managers, through Morgan Stanley & Co.
International Limited as stabilization manager, may engage in transactions that stabilize, maintain or otherwise
affect the price of the Shares. Specifically, the international managers may over-allot in connection with the
offering, creating a short position in the Shares for their own accounts. In additicn, to cover over-allotments or
stabilize the price of the Shares, the international managers may bid for, and purchase, the Shares in the open
market. Finaily, the international managers may reclaim selling concessions allowed to dealers for distributing

the Shares in the offering, if the international managers repurchase previously distributed Shares in transactions-

to cover short positions established by said international manager, in stabilization transactions or otherwise. Any
of these activities may stabilize or maintain the market price of the Shares above independent market levels. The
intermational managers are not required to engage in these activities. and may end any of these activities at any
time.




From time to time, Morgan Stanley & Co. International Limited and AB Asesores Bursdtiles Bolsa, S.V.B.,
S.A. have provided, and continue to provide, investment banking services to the Company.

The Company on the one hand, and the international managers, on the other, have agreed to indemnify each
other against certain liabilities, including liabilities under the Securities Act.

The Spanish Offering

The Spanish Offering will consist of a retail offering of Shares to the public in Spain (the “Spanish Retail
Offering™) and an offering of Shares to Spanish institutions (the “Spanish Institutional Offering™). A portion of
the Spanish Retail Offering will be reserved for the employees of the Company on certain terms and conditions.
Revocable purchase orders (mandatos de compra y suscripcién) will be taken for Shares 10 be sold in the Spanish
Retail Offering from 9:00 a.m. (Madrid time) on July 12, 1999 to 2:00 p.m. (Madrid time) on July 15, 1999.
During the public offering period in respect of the Spanish Retail Offering, which starts at 9:00 a.m. (Madnd
time) on July 12, 1999 and ends at 2:00 p.m. (Madrid time) on July 16, 1999, investors in the Spanish Retail
Offering may issue firm and irrevocable purchase or subscription orders (solicitudes de compra/suscripcion).

The Selling Sharcholders and the Company propose to enter into underwriting agreemems with the
respective underwriters of the Spanish Retail Offering and the Spanish Institutional Offering named as such in the
relevant underwriting agreement (the “Spanish managers™), providing for the several underwriting by the
Spanish managers of the offering and sale of the Shares offered in the Spanish Retail Offering and the Spamsh
Institutional Offering, respectively.

Intersyndicate Agreement LTECA

To provide for the coordination of their activities, the international managers and the Spanish managérs have
entered into an intersyndicate agreement (the “Intersyndicate Agreement™) which provides, among other things,
that the international managers and the Spanish managers may purchase and sell between each other such number
of Shares as agreed by the Global Coordinator. To the extent that there are sales between international:managers
and the Spanish managers pursuant to the Intersyndicate Agreement, the number of Shares for sale’ by the
international managers and the number of Shares available for sale by the Spanish managers may be more-or less
than the numbers appearing on the cover page of this Memorandum. Except as permitted by the [nitersyndicate
“~ Agreement, the price of any Share so scld will be the Offer Price set out on the cover page of this' Memorandum,
less an amount not greater than the selling concession. :

Pursuant to the Intersyndicate Agreement, as part of the distribution of the Shares in the. Global Offering and
subject to certain exceptions, (i) the international managers will not offer and sell Shares directly or indirectly in
Spain and (ii) the Spanish managers will offer and sell Shares, directly or indirectly, only in Spain. For these
purposes, an offer or sale is considered to be made in Spain if it is made to any individual resident in Spain or to
any corporation, partnership, pension, profit-sharing or other trust or other entity (including any such entity
consisting of an investment advisor acting with discretionary authority), whose office most directly connected
with the purchase is located in Spain. “Spain” means the Kingdom of Spain, its territories, its possessions and all
areas subject to its jurisdiction and any political subdivision thereof.

Pricing of the Offering

Prior to this Offering, there has been no public market for the Shares. The initial public offering price will be
determined by negotiations between the Company, the Selling Shareholders and the Global Coordinator. Among
the factors 1o be considered in determining the initial public offering price will be the future prospects of the
Company and its industirv in general, sales, earnings and certain other financial operating information of the
Company in recent periods, and the price-cash eamnings ratios, market prices of securities and certain financial
and operating information of companies engaged in activities similar to those of the Company.
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TRANSFER RESTRICTIONS

The Shares have not been registered under the Securities Act. The Shares may not be offered or sold within
the United States or to, or for the account or benefit of, U.S. persons except (i) in compliance with the registration
requirements of the Securities Act and all other applicable secunties laws or (ii} pursuant to an exemption from,
or in a transaction not subject to, the registration requirements of the Securities Act and any other applicable
securities laws. Accordingly, the Shares are being offered and sold only (i) inside the United States to “qualified
institutional buyers” (as defined in Rule 144A under the Securities Act) in compliance with rule 144A (*QIBS™)
and (ii) outside the United States to persons other than U.S. persons (“foreign purchasers”, which term shall
include dealers or other professional fiduciaries in the United States acting on a discretionary basis for foreign
beneficial owners (other than an estate or trust)), in reliance upon Regulation S under the Securities Act. As used
in this section, the terms “United States™ and “U.S. person” have the meanings given to them by Regulation S.

Each purchaser of any Share offered in reliance on Rule 144A will be deemed to (i) represent that it is
purchasing the Shares for its own account or an account with respect to which it exercises sole investment
discretion and that it or such account is a QIB and is aware that such sale is being made in reliance on Rule 144A,
(i1) acknowledge that the Shares have not been registered under the Securities Act and may not be offered or sold
within the United States or 10, or for the account or benefit of, U.S. persons except as set forth below, (iii) agree
that if it should resell or otherwise transfer any Shares within the period prior to the expiration of the holding
period applicable to sales thereof under Rule 144(k) under the Securities Act (or any successor provision), it wiil
do so only (2) to Sogecable or any subsidiary therecf, (b} inside the United States to a QIB in compliance with
Rule 144A, (c) pursuant to a registration statement which has been declared effective under the Securities Act
(and which continues to be effective a1 the time of such transfer), (d) pursuant to an exemption from registration
provided by Rule 144 under the Securities Act or {€) outside the United States in compliance with Regulation S,
and (iv) agree that it will gwe each person 0 whom it ransfers the Share notice of any restrictions on transfer or
such securities. :

Each purchaser of any Share offered in reliance on Regulation S will be deemed to (i) represent that it is a
foreign purchaser that is outside the United States and Spain (or 2 foreign purchaser that is a dealer or other
fiduciary as referred to above), (ii) is aware that the sale to it is being made in reliance’ on Regulation S, and (m) ‘

acknowledge that the Shares bave™not been reorstered under the Securmes Act: -

United States. The Shares have not been and will not be registered under the Securities Act and, subjectto -

certain exceptions, may not be offered or sold within the United States. Each international manager has

represented and agreed that it has not offered or sold, and will not offer or sell any Shares except in accordance
with Rule 903 of Reguiation S or to QIBs pursuant to Rule 144A. Accordingly, each international manager has
represented and agreed that neither it, nor any of its affiliates nor any person acting on its or thelr behalf has
engaged or will engage in any directed selling efforts with respect to the Shares.

In addition, until 40 days after the commencement of the Global Offering, an offer or sale of Shares within
the United States by a dealer that is not panicipating in the Global Offering may violate the registration
requirements of the Securities Act if such offer or sale is made otherwise than in accordance with Rule 144A or
another exemption from registration under the Securities Act.

United Kingdom. Each international manager has represented and agreed that:

(i) it has complied and will comply with 2]l applicable provisions of the Financial Services Act 1986 with
respect to anything done by it in relation to the Shares, from or otherwise invoiving the United
Kingdom;

(i) it has only issued or passed on and will only issue or pass on in the United Kingdom any document
received by it in connection with the issuance of the Shares to a person who is of a kind described in
Section 11(3) of the Financial Services Act 1986 (Investment Advertisement) {Exemptions) Order 1996
{as amended), or is a person to whom such document may otherwise lawfully be issued or passed on;
and

(i} it has not offered or sold and will not offer to sell the Shares to persons in the United Kingdom, except
10 persons whose ordinary activities involve them in acquiring, holding, managing or disposing of
investments (as principal or agent) for the purposes of their businesses or otherwise in circumstances
which have not resulted in an offer to the public in the United Kingdom within the meaning of the
Public Offers of Securities Regulations 1995 of the United Kingdom. '




Spain. Each of the international managers has also confirmed that (i) it has not distributed and will not
distribute this Memorandum in Spain in connection with the offering or sale of Shares and (ii) it has not made and
will not make any offers or sales of Shares in Spain except in accordance with the Spanish Securities Market Law
and the decrees and regulations made thereunder. Note that there are important requirements and restrictions in
Spain regarding the transfer of Shares. See “Requirements and Restrictions Applicable under Spanish Law 10
Ownership and Transfer of Shares”.

Japan. Each of the international managers represents and agrees that the offered Shares have not been and
will not be, registered under the Securities and Exchange Law of Japan and that it has not offered or sold, directly
or indirectly, in Japan or to or for the account of any resident of Japan, except (i) pursuant to an exemption from
the registration requirements of the Securities and Exchange Law of Japan and (ii} in compliance with any other
applicable requirements of Japanese law.

The Netherlands. Shares may not be offered or sold, whether directly or indirectly, as part of their initial
distribution or at any time thereafter, to any individual or legal entity situated in the Netherlands other than to
individuals or legal entities who or which trade or invest in securities in the conduct of their profession or
business within the meaning of the Exemption Regulation of December 21, 1993 (as amended) issued pursuant to
the Netherlands® Securities Market Supervision Act of 1995 (Wet Toezicht Efffectenverkeer 1993) (which
includes banks, brokers, securities institutions, insurance companies, pension funds, investment institutions. other
institutional investors and other parties, including treasury departments of commercial enterprises and finance
companies of groups, which are regularly active in the financial markets in a professional manner).
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LEGAL MATTERS

The validity of the Shares will be passed upon by Freshfields, Madrid, Spain, Spanish and ' U.S. legal counsel
for the Company. Certain U.S. legal matters wil] be passed upon for the Company by Freshfields, and for the
international managers by Shearman & Sterling, U.S. legal counsel for the international managers. Certain
Spanish legal matters will be passed upon for the international managers by Garrigues & Andersen, Spanish legal
counse! for the international managers.

INDEPENDENT AUDITORS
The Company’s Annual Financial Statements at and for the years ended December 31, 1996, 1997 and 1998

included in this Memorandum have been audited by Arthur Andersen y Cia. S. Com., Madrid, independent
auditors, as stated in their report with respect thereto.
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Translation of a report and consolidated financial statements originally issued in Spanish and prepared in
accordance with generally accepted accounting principles in Spain (see Note 21). In the event of a
discrepancy, the Spanish-language version prevails. ’

AUDITORS’ REPORT ON CONSOLIDATED FINANCIAL STATEMENTS

To the Shareholders of
Sogecable, S.A.:

We have audited the consolidated financial statements of SOGECABLE, S.A. and Dependent Companies -
(CONSOLIDATED GROUP) comprising the consolidated balance sheets as of December 31, 1998, 1997 and
1996, and the related consolidated statements of operations and notes to consolidated financial statements for the
years then ended. The preparation of these consolidated financial statements is the responsibility of the
Controlling Company’s directors. Our responsibility is to express an opinion on the consolidated financial
statements taken as a whole based on our audit work performed in accordance with generally accepted auditing
standards, which require examination, by means of selective tests, of the documentation supporting the
consolidated financial statements and evaluation of their presentation, of the accounting principles applied and of
the estimates made. '

In our opinion, the consolidated financial statements referred 10 above present, in all material respects, a true
and fair view of the net worth and financial position of Sogecable, S.A. and Dependent Companies as of
December 31, 1998, 1997 and 1996, and of the results of their operations in the years then ended, and conain the
required information, sufficient for their proper interpretation and comprehension, in conformity with generally
accepted accounting principles and standards applied on a consistent basis.

The accompanying consolidated management report for 1998 contains the explanations which the directors
consider appropriate about the situation of the Company and of the Group, the evolution of their business and
other matters, but is not an integral pan of the consolidated financial statements. We have checked that the
accounting information in the consolidated management report is consistent with that contained .in:the
consolidated financial statements for 1998. Our work as auditors was confined to checking the consolidated
manzagement report with the aforementicned scope, and did not include a review of any information other than
that drawn from the Companies’ accounting records.

ARTHUR ANDERSEN
José A. Rodriguez Gil
April 5, 1999
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ASSETS

Translation of a report and consolidated financial statements origi)
accounting principles in Spain (see Note 21). In the ¢

SOGECABLE, S.A. AND |

CONSOLIDATED BALANCE SHEETS
(Currency - Thous:

1998 1997 1996

FIXED AND OTHER NONCURRENT ASSETS
- Start-up expenses. . . ...........:......
Intangible assets—. . .. .. ... ... ... ...
Intellectual property ...................
Computer software . ...................
Audiovisual and sports broadcasting rights
Rights on leased assets .................
Other intangible assets. . ................
Provisions. .........coviiiieu..
Accumnulated amonization. . .............
Tangible fixed assets— . ...............
Land and structures. .. .......c.....ou.n
Machinery, installations and tools . ........
Decoders, keys and adapters .. ...........
Computer hardware. . ..................
Other tangible fixed assets. . .............
Provisions. . ...t ..
Accumulated depreciation . . .............
Long-term financial investments— . ......

.............. 29,123,024 20,388,023 ° -7:471,498

.......... e 8,397,518 - 7,721,425 - -1;920,000- -~
.............. 32,387,329 40,073,306 34,906,673
.............. 272,140 302,200 . 60,871
.............. 3.781,634 2,944,228 2,120,981
................. 49,965,577 54,657,890 45,898,878

.............. 141,894 141,894 - 141,894
.............. 64,836 64,836 - 20,304
.............. (126,823)  (145,986) - (215,136)
.............. (21,711,929)  (17,891,757) (13,121,119)
.............. 45,731,112 36,015,395 18,554,665
.............. 15,873 15873 .. 15,873
.............. 10,606,013 10,203,141 -+:6,339;606
.............. 64,271,241 48,512,441 5'1'-.'31,256,921_
.............. 2,647,696 2315851 1431831
.............. 850,493 949210 663,557
.............. (86,693) — iz —
.............. (32,373,511)  (25,981,121) ~(21 183, 123).

Holdings in companies carried by the equity method ......... 1,376,944 1,163,308 S
Other financial investments ............................ 159,570 39,570 39,570
Long-term receivables from mu]tigrog;& companies. .. ........ 5,051,748 7,904,500 o
Other long-term loans . . .......... e e 22,468,007 11,039,566 66,614
Guarantees and deposits .........vveiiinn i, ceee 89,033 243,114 - :37:184,748
Provisions. . ......ouvi i e (22,278) (22, 035) ~.1(19,434)
Goodwill in consolidation—. . . .. ... .. ... ... ... ..... 1,787,687 819,580 : 559,482
Companies consolidated by the global integration method . . ... 1,539,015 525,580 - 559,482
Companies carried by the equity method . ... .............. 228,672 294,000 —

Total fixed and other noncurrent assets

DEFERRED CHARGES . ... ...........

CURRENT ASSETS:

Due from shareholders for capital calls
Inventories. . ........................
Accounts receivable— . . ... ............
Customer receivables for sales and other receivables

Receivable from multigroup companies

Other accounts receiveble . ..............
Receivable from public authorities. . .. .....
Provisions. ... vv it e
Short-term financial investments. .. ......

.............. 117,426,670 105,017,729 56,412,318

.............. 1,259,207 816,050 1,601,025
................. 10,000,000 - —
.............. 14,188,584 12,576,793 6,079,944
.............. 40,560,097 42,406,497 28,423,924
......... 8.486,363 10,772,912 8,459,609
.............. 11,190.667 14,614,055 62,088
.............. 13,087,236 9,443,971 14,398,917
.............. 7979094 7,698,385 5,562,536
.............. (183,263)  (122,826) (59,226)
.............. 497335 2,367,728 11,084,735
.............. 3,003,916 1,274,619 644,343
.............. 3,857,169 1,892,757 3,056,548

.............. 72,107,101 60,518,394 49,289,494

.............. 190,792,978 166,352,173 107,302,837

The accompanying Notes 1 to 21 are an inte
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ued in Spanish and prepared in accordance with generally accepted
a discrepancy, the Spanish-language version prevails.

{DENT COMPANIES

T DECEMBER 31, 1998, 1997 AND 1996
Spanish Pesetas)

SHAREHOLDERS’ EQUITY AND LIAEIL[TIES 1998 1997 1996

SHAREHOLDERS® EQUITY:
Capital stock . ........... S PN 30,000,000 20,000,000 10,000,000
Reserves—. . ... .. i e 9,971,277 9,675,280 3,643,998
Legal reserve . ... i i i e e e 2,058,647 2,000,000 2,000,000
VOIUNIAry TeSeIVeS. . o ittt it e e it 7,943,265 7,415,445 1,577,918
Reserves atr consolidated companies. . .................... (30,635) 259,835 66,080
Income (Loss) attributable to the Controlling Company—. . . (3,656,118) 295,997 6,031,282
Consolidated income (10SS) . ... ..o vvine i (4,930,163)  (1,057,754) 6,124,865
Income (Loss) attributable to minority interests . . ........... 1,294,045 1,353,751 (93.387)

Total shareholders’ equity .. ...................... 36,315,159 29,971,277 19,675,280
MINORITY INTERESTS ... . .. ... .. o 605,082 1,235,468 96,830
DEFERRED REVENUES ... ............ ... ..., 74,277 153,343~ 140,835
PROVISIONS FOR CONTINGENCIES AND EXPENSES . . 286,492 219,690 . 171,774 .

LONG-TERM DEBT:

Long-term guarantee deposits received 8,849,280 11,195,693 17,382,932
Long-term payables to creditentities . ............. ... .. 64,855,690 8,573,529 7,872,740
Other long-term payables . ... ... .......... ... ... .... 3,237,402 4,346,665 5,567,230

Total long-termdebt .. .......................... 76,942,372 24,115,887 30,822,902

CURRENT LIABILITIES:

Short-term guarantee deposits received ................. 3,583,596 6,150,855 4,267,080
Pavable to creditentities. . ................ ... ... ... 27,407,094 41,288,280 15,415,141
Trade accounts pavable. ... ... ... ... ... ... ... ... 35,820,941 46,329,414 24,647,072
Pavable to multigroup companies . ..................... 1,477,228 2,785,100 1,789,779
Other nontrade pavables. . .............. ... .. ... .... 6,765,585 12,107,417 6,026,892
ACCrual @CCOUNMES . . ... ..ttt e 1,513,182 1,995,442 4,249,252

Total current liabilities. . . ... .. .. e 76,569,596 110,656,508 56,395,216

TOTAL SHAREHOLDERS’ EQUITY AND
LIABILITIES. ... ... ... ... i, 190,792,978 166,352,173 107,302,837

1 of these consolidated balance sheets.




Translation of a report and consolidated financial statements origi
accounting principles in Spain (see Note 21). In the

SOGECABLE, S.A.

1998, 1997 AND 1996 S
{Currency - Thous

DEBIT 1998 1997 1956

EXPENSES: . . Lo
PUICRASES . o vt e e e 42,181,193 32,121,537 22,406,508
Personnel expenses— .

Wages and salaries ........... e 8,260,997 7,188,942 4,955,197

Employee welfare expenses. . ....... ..o, 2,835,342 2,445,241 1,727,544
Period depreciation and amortization . ... ...... .. ....... 20,213,518 12,816,652 7,895,118
Other operating exXpenses. . . . .« v v ve vt i enearannenn.. 44,227,998 43,843,346 29,185,389
Operatingincome . .......... ... . i — — - B8,627.458
Financial expenses. ... ... einit it e 4,885,810 1,907,171 1,230,081
Exchange 10SS€5 .. ... vttt i 1,113,314 909,536 269,088
Financialincome........... .. ... ... ... ... .. ... —_ 218,363 . —
Share in losses of companies carried by the equity method. . . .. 3,823,959 310,023 —
Amortization of goodwill in consolidation . . . .............. 239,184 186,427 - 54,753
Income from ordinary activities . . ..................... — — .8,123,407
Variation in fixed asset provisions . . ......... ... ..o 86,936 76,233 s 23,051
Losses on fixed assetS . ... vveiivii e e 2,511,526 581,747 . 81,236 ..
Extraordinary expenses . ............ e ST — 32,371 .. 62,832 -
Extraordinary inCome . © . ..o irtertur ety 3,566,492 323,505 566,507
Consoliaated income beforetaxes...................... — — = 8,689,914
COTporate INCOME 18X . . . v v vt oot et eeee oo eee e (12,848,143)  (9,040,564) 2,565,045
Consolidated income fortheyear ...................... — — 6,124,869
Income (Loss) attributed to minority interests. . . ............ (1,294,045)  (1,353,751) 93,587
Income attributed to the Controlling Company ... ........ — 295,997 6,031,282

The accompanying Notes 1 to 21 are an ir
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1ed in Spanish and prepared in accordance with generally accepted
a discrepancy, the Spanish-language version prevails.

EPENDENT COMPANIES

VIENTS OF OPERATIONS
"Spanish Pesetas)

rt of these consolidated statements of operations.
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CREDIT 1998 1997 1996
REVENUES: ) )
Netsales. . ... i e 98,701,605 80,796,591 71,722,695
Other OPerating TeVENUES. . . v v vv vt vnr v iesnaeemenannn 5,154,663 7,475,393 3,074.719
Operating loss .. . ... ..ot 13,862,780 10,143,734 —
Gain on short-term financial investments ... ............... 1,295,978 2,363,876 711,634
Exchange gains . . ... .. . i e e 1,264,271 671,214 338,277
Financial loss. . . ... ... .. ... .. .. . . L 3,438,875 - 449,258
’ Loss on ordinary activities ........................... 21,364,798 10,421,823 —_
Gain on long-term financial investments .................. _— — 569,550
EXUa0rdinam TOVeRUES & oo vt e et et i ie i e enn e earaens 6,164,954 1,013,856 164,076
Consolidatéd loss before taxes. .. ................ U 17,798,306 10,098,318 —
Consolidated loss for the vear. . ... ... ................ 4,950,163 1,057,754 —_
Loss attributed to the Controlling Company. . ............ 3,656,118 — —




Translation of a report and consolidated financial statements originally issued in Spanish and prepared in
accordance with generally accepted accounting principles in Spain (see Note 21). In the event of a
discrepancy, the Spanish-language version prevails. ‘

SOGECABLE, S.A.
AND DEPENDENT COMPANIES

NOTES TO 1998, 1997 AND 1996 CONSOLIDATED FINANCIAL STATEMENTS
(1) Dependent and associated companies

The consolidated financial statements were obtained from the individual financial statements of Sogecable S.A.
(formerly Sociedad de Televisién Canal Plus, S.A.) and of the dependent companies. '

The consolidated dependent companies are listed in Exhibit 1.

On January 2, 1996, Sogecable, S.A. (formerly Sociedad de Televisién Canal Plus, S.A.) acquired all the shares
of Sociedad de Gestion de Cable, S.A. On January 3, 1996, the Shareholders’ Meeting of Sociedad de Gestion de
Cable, S.A. resolved to dissclve this company without liquidation, with assignment of all its assets and liabilities
to Sogecable, S.A. For this purpose, the balances relating t0 1995 in the tables showing variations with respect to
1996 in these notes to consolidated financial statements were obtained by aggregating the balances of Sogecable,
S.A. (formerly Sociedad de Television Canal Plus, S.A.) and Sociedad de Gestion de Cable, S.A.

The wholly-owned investees of Sociedad General de Cine, S.A., namely Sociedad General de Televisidn, S.A.
and Iberoamericana de Derechos Audiovisuales, S.A. and Cinepaq, S.A., were dissolved without liquidation on
January 2, 1997, and February 7. 1997, respectively. The assets and liabilities of all three companies were
transferred to Sociedad General de Cine, S.A.

Also, in 1998 the Shareholders’ Meetings of Sogepaq Internacional, S.A. and Sogepaq Distribucién, S.A.
resolved to dissolve these companies without liquidation, with global assignment of their assets and liabilities to
their sole sharcholders, Sogepag, S.A. and Sogecable, S.A., respectively.

The financial statements of the absorbed companies contain the dissalution balance sheets and the. dxsclosures .
required under Article 107 of Corporate Income Tax Law 43/1995.

As of December 31, 1998, 1997 and 1996, Sogecable, S.A. owned a direct and indirect holding of 11.01% in
Sociedad General de Cablevision Canarias, S.A., which was not consolidated.

(2) Basis of presentation of the consclidated financial statements
(@) True and fair view

The accompanying consolidated financial statements for 1998, 1997 and 1996, which were obtained from
the companies’ individual financial statements, are presented in accordance with the Spanish National Chart
of Accounts and, accordingly, give a true and fair view of the net worth, financial position and results of
operations of the Consolidated Group.

The 1998 consolidated financial statements and the 1998 individual financial statements of the consolidated
companies, which were prepared by each company’s directors, will be submitted for approval by the
respective Shareholders’ or Partners’ Meetings, and it is considered that they will be approved without any
changes. The 1997 and 1996 financial statements were approved by the respective Shareholders’ or Partners’
Meetings by the legally stipulated deadline.

(b) Comparative information

To facilitate presentation of the consolidated financial statements, the Group decided to reclassify certain
balances included under the “Other Long-Term Loans™ and “Receivable from Public Authorities” captions.
Consequently, for information companson purposes, the consolidated balance sheet as of December 31,
1997, was adapted in the same way as in 1998.

(¢) Consclidation principles

The companies in which Sogecable, S.A. has a direct or indirect ownership interest of 50% or more and in
which it exercises effective control aver their management were consolidated by the global integration
method. The equity method was used for companies in which the Controlling Compzny has an ownership
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interest of between 20% and 50% and does not exercise effective control over the management of the
dependent companies.

All material accounts and transactions between the companies consclidated by the global integration method
were eliminated in consolidation,

The equity of third parties in the net worth and results of the companies consolidated by the global
integration method is presented under the “Minority Interests” and “Loss Attributed to Minerity Interests”
captions in the consolidated balance sheets and consolidated statements of operations, respectively.

(3) Valuation standards

The main valuation methods applied in preparing the accompanying consolidated financial statements were as
follows:

(a) Goodwill in consolidation

The goodwill in consolidation represents the positive difference at the date of first-time consolidation
between the book value of the Controlling Company’s holdings in the capital of the dependent companies
and the value of the proportion of the dependent companies’ equity attributable to such holdings, net, where
appropriate, of asset revaluations or liability reductions.

The accompanying consolidated balance sheets as of December 31, 1998, 1997 and 1996, include the
goodwill arising from the acquisition by Sociedad General de Cine, S. A of Sociedad General de Television,
S.A., Tberoamericana de Derechos Audiovisuales, S.A. and Cinepag, S.A.

As of December 31, 1998 and 1997, they also include the goodwill arising from the acquisition by
Sogecable, S.A. of its holding in Wamer Lusomundo Cines de Esparia, S.A. and from the acqmsmon by
CanalSatélite Digital, S.L. of Cable Antena, S.A.

The consolidated balance shest as of December 31, 1998, also includes the goodwill arising from the
acquisition by Sogecable, S.A. of a 2.5% holding in the capital stock of CanalSatélite Digital, S.L.

The‘ac».orhpemyino consolidated balance v.sheets as of December 31, 1997 and 1996, include the goodwill
arising from the acquisition by Sogecable, S.A. of its holding in Sogepaq, S.A. This goodwiil had been fully
amortized as of December 31, 1998. :

Goodwill is amortized on a straight-line basis over five years, since this is the period in which it is
considered that the companies acquired will contribute to the obtainment of income by the Group.

(®) Start-up expenses

Stari-up expenses, which comprise incorporation, preopening and capital increase expenses, are recorded at
cost.

The incorporation and capital increase expenses, which relate mainly to taxes, lawyers’ fees and public deed
and registration expenses, are amortized on a straight-line basis at an annual rate of 20%.

The preopening expenses include all the expenses incurred in the starti-up of the coded broadcasts using
digita! technology through CanalSatélite Digital, S.L., and the costs incurred in attraciing subscribers and
other costs incurred in the start-up period. The former expenses are amortized on a straight-line basis at an
annual rate of 20%, whereas the latter are amortized over the subscription period up to a maximum period of
five years.

This caprion also includes the costs incurred in developing new thematic television channels, which are
amortized on the basis of the foreseeable number of subscribers to these channels over the subscription term.

{¢) Intangible assets
The balance of this caption is basically made up as follows:

1. “Audiovisual and Sports Broadcasting Rights™ which includes:

2. Advances for audiovisual productions — the balance of this account relates to the amounts
advanced by Sogepagq, S.A. to producers to make films, series and other audiovisual productions.




b.  Audiovisual productions — the balance of this account relates to the costs incurred in making and
acquiring audiovisual productions (series and feature films) and in acquiring, where appropriate,
certain rights to screen these productions by Sociedad General de Cine, S.A.

The Group starts to amortize the productions from the date of commercial release or from the date
on which the rating certificate is obtained, in the case of productions that will be shown at movie
theaters, or from the date on which the definitive copy is obtained, in the case of television
productions.

c.  Screening rights and negatives — the negatives are the screening rights to which the Group helds
perpetual title. The related acquisition cost is amortized on a straight-line basis over ten years.

d.  Other rights - these rights relate basically to advances paid by Gestion de Derechos Audiovisuales
y Deportivos, S.A., CanalSatélite Digital, S.L. and Sogecable, S.A. for the acquisition of certain
audiovisual rights and for the exploitation of the publicity rights owned by sporting clubs and
corporations, and for television and audiovisual nights relating to the Spanish First and Second
Division League Championships and the Spanish Soccer Knockout Cup (except for the final)
under the pay-per-view system from the 1998/1999 season through the 2002/2003 season. These
latier rights are currently assigned to Audiovisual Sport, S.L. under a usufruct arrangement.
CanalSatélite Digital, S.L. determines the expense allocable to each year on the basis of the
number of potential payv-per-view services sales projected.

Through June 26, 1998, Gestidn de Derechos Audiovisuales y Deportivos, S.A. amortized a
contract under which it held publicity rights by weighting the discounted cash flows for each year
and contract as a proportion of the total discounted cash flows under each contract. Gestidén de
Derechos Audiovisuales y Deportivos, S.A. transferred this contract on June 26, 1998.

Also, as of December 31, 1998, this caption in the accompanying consolidated balance sheet
included the cost of certain long-term present and future audiovisual and publicity rights. These
rights are amortized on the basis of the revenues generated thereby.

2. The “Inellectual Property” account is charged for the amounts paid to acquire the right to use or
to register certain trademarks. '

3. The “Computer Software™ account is charged for the direct costs incuited in developing computer
software and for the acquisition cost of software applications acquired from third parties. Both sets
of costs are amortized on a straight-line basis at an annual rate of 20%, and the computer sofiware
starts to be amortized from the date on which its development is completed.

4. The “Rights on Leased Assets” caption includes the assets acquired by Sociedad General de Cine,
S.A. which are amortized on the basis of the years of useful life of similar tangible fixed assets.

(d) Tangible fixed assets
Tangible fixed assets are carried at cost.

Period upkeep and maintenance expenses are expensed currently.

The companies depreciate their tangible fixed assets by the straight-line methed at annual rates based on the
following vears of estimated useful life:

Years of

Useful Life
Machinery, installations and 10008, . . . . ... i e 3-10
Analog decoders, keysand adapters . .. ... .. L i e 7
Digital GeCOders. . ittt e et e 3
Computer hardware ... ... .. ... e 4-5
Fumiture and fXIUres. . ..ot et e e 10
Other tangible fixed 255615 . . .. ... ittt e e e 4-5

(e) Long-term financial investments

Holdings in nonconsolidated companies are valued at the lower of acquisition cost or underlying book value
of the holdings.
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Loans to investees are recorded at the lower of the amount delivered or market value.

The “Other Long-Term Loans™ caption includes, inter alia, the Group’s tax assets and prepaid taxes arising
from the losses incurred by certain companies in 1998 and 1997, amounting to Ptas. 21,773,504,000 and
Ptas. 9,074,151,000, respectively, which the various companies wili offset against the operating income
earned by them in future years.

) Inventories
Inventories are valued at cost and relate mainly to program broadcasting rights.
Under the agreements with the Spanish audiovisual industry, purchases of Spanish program broadcasting

rights are allocated to inventories when the materials and the related certificates are delivered, and not'at the
date of subsequent internal verification, as was the case in prior years.

Sogecable, S.A.’s broadcasting rights are allocated to income as follows:

1. Third-panty film broadcasting rights: these rights are aliocated to income on the basis of the
viewing figures for each showing based on the Company’s audience surveys. The percentages
allocated to each showing of a film are as follows:

%

ISt SHOWINE . . o e e e 32.0
2nd ShOWING . .ot e e 6.1
3rd ShoWIng. . . e 57
At ShOWINg . . .o e €.4
Sth ShOWIRg. . .o e e e 8.7
Gthshowing. ... i i i i e 6.4
b SROWINg. . oot e e e 6.4
Bth shOWIng. . .. o e 83

i

100.0

2. Sporting event broadcasting rights: these rights are allocated to income in full at the date of the -
first showing. ) '

w

Series broadcasting rights: these rights are allocated to income on a straight-line basis from the
date of the first showing on the basis of the number of showings envisaged.

4. Other rights: these rights, which relate basically to documentaries, in-house productions and
program titles, are recorded as amortization when they are acquired, regardless of the date of
broadeast.

{e) Guarantee deposits received

The deposits received as guarantees for the decoder equipment are recorded at short or long term on the
basis of the estimated claimability of this liability.

(h) Classification of debt

Debts maturing in under 12 months from year-end are classified by the Companies as current liabilities and
those maturing at over 12 months as long-term debt.

(i} Corporate income tax

In 1996 the Company started to file censolidated corporate income tax returns, in accordance with Corporate
Income Tax Law 43/1995. Sogecable, S.A. is the Controlling Company of the tax group which, as of
December 31, 1998, included the following companies: Centro de Asistencia Telefonica, S.A., Gestion de
Derechos Audiovisuales y Deportivos, S.A., Compariia Independiente de Televisién, S.L., Sociedad General
de Cine, S.A., Sogepaq, S.A., Canal Club de Distribucion de Ocio'y Cultura, S.A., Cinemnaniz, S.L. and
Sogecable Fiitbol, S.L. '

Corporate income tax is calculated on the basis of income per books determined by application of generally
accepted accounting principles, which does not necessarily coincide with taxable income.




The corporate income tax expenses is obtained from the tax bases of the consolidated tax group of which
Sogecable, S.A. is the Controlling Company and by aggregating the tax bases of the companies consolidated
by the global integration method that do not form part of the consolidated tax group.

In general, only the prepaid taxes relating to timing differences ansing from the elimination of value
adjustments 10 holdings in companies in the consolidated tax group are recorded.

The tax assets eamed are calculated by considering the provisions to the allowance for diminution in value
of the companies not included in the consolidated tax group as permanent differences since they do not have
any tax effect in subsequent vears.

As of December 31, 1998 and 1997, the Consolidated Group recorded revenues for corporate income tax
amounting to Ptas. 12,848,143,000 and Pras. 9,040,564,000, respectively, as a result of the tax losses
incurred in those years and the unused tax credits that are expected to be recovered through the income
eamed in fiture years. )

(i) Foreign currency transactions

Foreign cutrency on hand and receivables and payables denominated in foreign currencies are translated to
pesetas at the exchange rates ruling at the transaction date. The exchange differences arising on translation
by this method are charged or credited, as appropriate, o income for the year.

At vear-end, the foreign currency on hand and receivables and payables denominated in foreign currencies
are translated to pesetas at the year-end exchange rates, and negative differences are charged to income.

(k) Recognition of revenues and expenses
Revenues and expenses are recognized on an accrual basis.

However, in accordance with the accounting principle of prudence, the Group only records realized income
at year-end, whereas foreseeable contingencies and losses, including possible losses, are recorded as soon as
they become known.

() Working capital

As a result of the nawre of the business activities of the Controlling Company and of its dependent

- companies, as of December 31, 1997 and 1996, current liabilities significantly exceeded current assets. In
1998 the directors of the Contralling Company tock the nécessary measures to remedy this situation and,
‘accordingly, as of December 31, 1998,.the difference between current liabilities and current assets was
considerably lower than at 1997 vear-end. The revenues generated in the future by the Controlling Company
and by its dependent companies are expected to be sufficient to enable them to settle their debts by the
related due dates.

(4) Start-up expenses
The transactions recorded in 1998, 1997 and 1996 in the various start-up expense accounts are summarized as

follows:
Thousands of Pesetas
Capital

Preopening Increase

Expenses Expenses Total
Balance at 12/31/95. . .. . 1,014,367 80,734 1,095,101
AddItIONS . ...t e e e 1,426,659 32,336 1,458,995
AMOTHZANOM . o\ttt vttt et ve et aeeae e (554,841) (79,25%5) (634,096)
Balance at 12/31/96. . .. ... o e 1,886,185 33,815 1,920,000
Additions . ........... ... ... e e 6,362,285 374,955 6,737,240
AMOTHZAtION. . . o vttt et it et e (904,63%) (31,176) (935,815)
Balance at 12/31/97. . .. .. i e s 7,343,831 377.594 7,721,425
AddItions . ... e e 2,379,218 16,069 2,395,287
PN 4 o7 4 143 510} oS (1.632,630) (86,564) (1,719,194)
Balance at 12/31/98 .. .. .. ... . .o i 8,090,419 307,099 8,397,518
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The additions to the “Preopening Expenses™ account in 1998 and 1997 arose mainly from projects to develop
future television channels, and the additional direct costs incurred in attracting subscribers in various subscription
campaigns conducted in 1997. :

(S) Intangible assets

The transactions recorded in 1998, 1997 and 1996 in the various intangible asset accounts and the related
accumulated amortization are summarized as follows:
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The additions to the “Audiovisual and Sports Broadcasting Rights*” caption in 1996 relate mainly to:

1. The contracts acquired by Gestion de Derechos Audiovisuales y Deportivos, S.A., to exploit the publicity
rights of a football club for Ptas. 13,217,000,000.

2. The approximately Ptas. 10.100,000,000 paid by CanalSatélite Digital, S.L. to acquire pay-per-view
audiovisual rights.

3. The approximately Pras. 19,697,000,000 paid by Sogecable, S.A., Sociedad General de Televisién, S.A.,
Cinepaq, S.A., Sociedad General de Cine, S.A. and Sogepagq, S.A. for film and audiovisual productions.

The additions to the “Audiovisual and Sports Broadeasting Rights™ caption in 1997 relate basically to the
investments made by Sogecable, S.A., Sociedad General de Cine, S.A. and Sogepaq, S.A. in film and audiovisual
productions amounting to approximately Pras. 11,074,547,000. The investments made in this connection in 1998
amounted to Ptas. 2,496,444,000. )

The rest of the additions in 1998 to this caption in the accompanying consolidated balance sheet relate mainly to
the costs incurred by Sogecable, S.A. in acquiring certain audiovisual and publicity rights. and to the audiovisual
rights acquired by CanalSaiélite Digital, S.L. from cerain television channels.

The retirements from the “Audiovisual and Sports Broadcasting Rights™ caption in 1998 were due to the transfer
of the contract under which Gestion de Derechos Audiovisuales v Deportivos, S.A. held publicity rights, and to
the transfer to the “Inventories” caption in the accompanying consalidated balance sheet of the audiovisual rights
acquired by CanalSatélite Digital, S.L. that are classifiable as shor-term rights.

The gain arising from the transfer of this contract is the main item under the “Extraordinary Revenues” caption in
the accompanying 1998 consolidated statement of operations.

(6) Tangible fixed assets

The transactions recorded in 1998, 1997 and 1996 in the various tangible fixed asset accounts and the related
accumulated depreciation are summarized as follows:

t
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The additions to the cost and accumulated depreciation of the decoders, keys and adapters as of December 31,
1998, 1997 and 1996, relate mainly to the purchases of digital decoders by CanalSatélite Digital, S.L. The
retirements from this account in 1998 and 1997 relate to the cost and accumulated depreciation of analog
decoders, keys and adapters retired from the accounts and sold by Sogecable, S.A.

(7) Long-term financial investments

The transactions recorded in 1998, 1997 and 1996 in the various long-term financial investment accounts are
summarized as follows:

Thousands of Pesetas

Holdings in

Companies

Carried by Loans to Guarantees

the Equity Other Multigroup Long-Term and

Method Investments Companies Loans Deposits Provisions * Total

Balance at 12/31/95 . .. .. 645,108 158,550 — 23,000 75,598 _ 905,236
Additions . .. ....... .. -—_ 39,570 —_ 366.614 20.486 (19.434) 407,236
Retirements .. ........ (646,108) (158,550) — (25.000) (11,336) — {840.994)
Balance at 12/31/96 . . ... —_ 39,570 -— 386,614 84,748 (19,434 471,498
Additions . ........... 1,163,308 — 7,904,500  10.692,952 158,366 (2.601) 19,916,525
Balance at 123197 .. ... 1,163,308 39,570 7,904,500 11,059,566 243:1 14 (22,035) 20,383,023
Additions . . .......... 760,830 120.000 427,748 11,408,441 5.109 €243) -12.721,885
Retirements .......... (547,194} —  (3.280,500) —_ (159,190} —  (3.986.884)
Balance at 12/31/98 1,376,944 159.570 5,051,748 22,468,007 89,033 (22,278).:29,123,024

The detail of the “Holdings in Companies Carried by the Equity Method™ caption as of December 31, 1998 and
1997, is as follows:

~ Thousands of Pesetas

Balance at  Balance at

. 12/31/98 12/31/97 . %
Audiovisual Sport, SL.. .. ... .. L 445,501 992,695 - 3999
Warner Lusomundo Cines de ESpafia, S.A. « v v et it 788,398 170,613 3333
Compzfia Independiente de Noticias de Television, SL...... ... ... ...... ... 108,166 - 50.00
Sogecable Masica, S.L. .. L e 34,879 — 49.99

1.376.944 1,163,308

The retirements from the “Holdings in Companies Carried by the Equity Method” caption in 1996 relate to the
exchange of shares with the shareholders of CanalSatélite Digital, S.L. (formerly Sociedad General de
Cablevisién, S.A.). The gain of Pras. 518,508,000 on this share exchange is recorded under the “Gain on Long-
Term Financial Investments™ caption in the accompanying consclidated statement of operations for 1996,

The *Long-Term Receivables from Multigroup Companies” account includes the advances paid by the
Controlling Company and its dependent companies to football clubs through March 13, 1997, and assigned to
Audiovisual Sport S.L. pursuant 1o the resolutions of its Board of Directors, together with the audiovisual rights
on the Spanish League Championship and Spanish Knockout Cup (except for the final) from the 1998/1999
season through the 2002/2003 season, on a universal basis, in all forms of exploitation, except for pay-per-view.

The balances of the “Other Long-Term Loans” account as of December 31, 1998 and 1997, include, inter alia,
the Group’s various tax assets and timing differences arising from variations in provisions for diminution in value
of investment securities of companies included in the consolidated tax group, totaling Ptas. 21,773,504,000 and
Pras. 9,074,151,000, respectively.
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(8) Other accounts receivable

The balances of this caption as of December 31, 1998 and 1997, include the advances paid to trade creditors,
particularly for audiovisual rights, and fixed asset suppliers.

The balance as of December 31, 1996, relates basically to advances paid by Gestién de Derechos Audiovisuales y
Deportivos, S.A. to sporting corporations and football clubs for exploitation of their publicity rights. Most of
these advances, which amounied to Ptas. 10,597,611,000, were contributed to Audiovisual Sport, S.L. in 1997,

(9) Short-term financial investments

The balance of this caption in the consolidated balance sheet as of December 31, 1996, relates mainly to the
acquisition of participations in mutual funds for a total amount of Ptas. §,764,202,061. These investments were - -
cancelled in 1997, and the resulting gains were recorded under the “Gain on Short-Term Financial Investments”
caption in the accompanying 1997 consolidated statement of operations.

(10) Shareholders® equity
The transactions recorded in equity accounts in 1998, 1997 and 1996 are summarized as follows:

Thousands of Pesetas

Reserves at
Legal Voluntary Consolidated Income for Interim
Capital Stock Reserve Reserves Companies the Year Dividend
Balance at December 31, 1995 10,000,000 2,000,000 1,577,918 34,902 6,890,925 (4,500,000)
Distribution of 1993 income
Reserves. . ............ _— — —_ -31,178 (31,178) —_
Dividends .. ........... —_ — — — (6,859,747) 4,500,000
1996 income. .. ... ... _ —_ —_— — 6,031,282 —_
Balance ar December 31, 1996 10,000,000 2,000,000 1,577,918 66,080 6,031,282 —_
Distribusion of 1996 income
Reserves. , . ....... e — — 2,837,527 193,755 (6,031.282) —
Capital increase. . ... . . L 10,000,000 —_ — — — -
1997 income. . . .. PP — — — — 295,957 -
Balance at December 31, 1997 20,000000 2,000,000 7.415,443 259,835 295,997 -
Distribution of 1997 income .
Reserves. . ............ — 58.647 527.820 (290,470) (265,997) -
Capital increase. .......... 10,000,000 — -—_ — —
19981085 . . v v v e — —_ o — (3,656,118) —_
Balance at December 31, 1998 30,000,000 2,058,647 7,943,265 (30,635) (3,656,118) —

On June 17, 1997, the Sharecholders’ Meeting of Sogecable, S.A. resolved to increase capital by Pras.
10,000,000,000 through the issuance of 100,000 new shares of Pras. 100,000 par value each, all of which were
subscribed and paid.

Also, on December 15, 1998, the Shareholders Meeting of Sogecable, S.A. resolved to increase capital by Ptas.
10,000,000,000 through the issuance of 100,000 new shares of Ptas. 100,000 par value each. This capital increase
was subscribed in full. The capital calls as of December 31, 1998, included under the “Due from Shareholders for
Capital Calls” caption in the accompanying consolidated balance sheet were paid in January 1699.

As of December 31, 1998, 1997 and 1996, the capital stock of Sogecable, S.A. consisted of 300,000, 200,000 and
100,000, respectively, fully subscribed and paid registered shares of Ptas. 100,000 par value each.
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The detai! of the Controlling Company’s shareholder structure and of the related percentages of ownership as of
December 31, 1998, 1997 and 1996, is as follows:

1998 1997 1996

Number Percentage of Number Percentage of Number Percentage of

of Shares Ownership of Shares Ownership of Shares Ownership
Promotora de Informaciones, S.A. . . 75.000 25.000 50,000 25.000 25,000 25.000
Canal Plus, S.A. (France) . .. ..... 75,000 23.000 50.000 25.000 25,000 25.000
Corporacion General Financiera. S.A. 47370 15.790 31,580 15.790 15,790 15.790
Deya.S.A. ... ..o, 32,340 10.780 — — —_ —
Inversiones And, S.A. ... ... ... 15,030 5.010 25,300 12,650 12,650 . 12.630.
Other. ...... .. ..o, 55,260 18.420 43.120 21.560 21,560 21.560
300.000 100.000 200,000 100.000 100,000 *100.000

Under the revised Corporations Law, Sogecable, S.A. must transfer 10% of income for each year to the legal
reserve until the balance of this reserve reaches at least 20% of capital stock.

The detail. by company, of the “Reserves at Consolidated Companies™ caption as of December 31, 1998, 1997
and 1996. is as follows:

Thousands of Pesetas

Bafance at Balance at Balance at

12/31/98 12/31797 12/31/96

Reserves at companies consolidated by the glabal
integration method:

Sogeeable. S.A L L L 15,228,106 514,513 (33.439)
Centre de Asistencia Telefonica, S.A. .. ... .o L. 532,932 92,094 16,391
Gestion de Derechos Audiovisuales y Deportivos, S.A. ... .. (2.486,170) (513,459) .. 366 -
CanwdSateine Digital, SL.. oo (11,915,623) 98,656 . .. - . — .
Canat Ciub de Distribucion de Ocio y Cultura, SA............ (488,243) (58,924) © .-+ (1,223)
Sociedud General deCine, SAAL ... .. i ) (206,843) (29,002) - . - _
SO Py N e e s (122,632) . 139,330 -83,985
Compatuu Independiente de Television, S. L................. ’ 183 — —
Cable AnicRa, S A e (262,317) —_ —
Sogepag Divinbucion, SA. ... L — 7,319 —
Sogepey Intemational. SLAL . Lo L — 9,308 —

279,393 259,835 66,080
Reseryes a1t companies carried by the equity method:
Audivvisual spor SIL (307,305) — ~—
Waurner Lusemundo Cines de Espaila, S.A. ................. (2,723) — —

(310,028) — —

(30,635) 259,835 66,080




(11) Minority interests

This caption in the accompanying consolidated balance sheets as of December 31, 1998, 1997 and 1996, includes
the equity of minority interests in the companies consolidated by the global integration method. The balances of
this caption relate substantially in full to the minority interests of CanalSatélite Digital, S.L.

The transactions recorded in 1998, 1997 and 1996 under the “Minority Interests” caption are summarized as
follows:

Thousands

of Pesetas

Balance at December 31,1995 ... .. . ... . e [, 1,049
Share inincome for the Year . ... ... it e e e 93,587
Inclusion in consolidation . ............ e e e e e e ; 2,194
Balance at December 31, 1996 . ... . ittt i e e e 96,830
Share inloss forthe year. . . . ... o it e (1,353,751)
Inclusion 1n consolidation . . .. .. . i i e e e (73,343)
Sale of shareholdings. . ... . oottt e e e e e 2,576,732
Dividends paid . .. .ottt e e e et e {11,000)
Balance at December 31, 1997 ... i e e e e e 1,235,468
Share in loss forthe year. . . ... o i e e e (1,294,043)
Acquisition of shareholdings . .. ... oLt i e e e e (336,141)
Capital increases. . ........ et e e e e e e e e e e e . 999.800
Balance at December 31, 1998. .. ... ... .. ittt e L 605,082
{12) Guarantee deposits received A

This caption in the accompanying-consolidated balance sheets as of December 31, 1998, 1997 and 1996, relates
mainly 1o the guarantee deposits received from subscribers to Canal Plus. In 1996, as 2 result of the dissolution
without liquidation of Sociedad de Gestidn de Cable, S.A., the Controlling Company received guaraniee deposits
amounting to Ptas. 20,926,408,000. Also, in 1997 and 1996 new guarantee deposits amounting to Ptas,
1,443,032,000 and Ptas. 2,312,807,000, respectively, were received in this connection, and the cancellations in
1998, 1997 and 1996 amounted to Ptas. 4,912,572,000, Ptas. 5.748,371,000 and Ptas. 1,589,203,000,
respectively. The balances of this caption as of December 31, 1998, 1997 and 1996, amounted to Ptas.
12,432,101,000, Ptas. 17,344,673,000 and Ptas. 21,650,612,000, respectively.

As of December 31, 1998, 1997 and 1996, the Group had recorded under the “Short-Term Guaraniee Deposits
Received” caption the estimated amounts claimable in 1999, 1998 and 1997, respectively, based on prior years’
expenence.

{13) Payable to credit entities

As of December 31, 1998, 1997 and 1996, the Group had credit lines with various finance entities with limits of
Ptas. 94,532,512,000, Ptas. 53,224,581.000 and Ptas. 25,750,000,000, respectively, against which approximately
Ptas. 92,262,784,000, Ptas. 49,861,809,000 and Ptas. 23,287,881,000, respectively, had been drawn down. These
credit lines, which bear interest at market rates, mature as follows:

Thousands

Year of Pesetas
100 e e e e e e e e e e 27,407,094
2000, . e e e e e e e e e e e e 939,605
200 . . e e e e e e e e e e e e e 1,916,085
2002 . e e e e e e e 2,000,000
Through 2005 . . . . e e e e e 60,000,000
92,262,784




On February 2, 1998, CanalSaiélite Digital, S.L. arranged a syndicated loan of Ptas. 60,000 million, maturing at
seven years and bearing interest at market rates. The finance entities that granted this loan consider that as of
December 31, 1998, this company had satisfactorily met the obligations envisaged in the loan covenant.

As of December 31, 1998 and 1997, the Controlling Company and the other shareholders of Audiovisual Sport,
S.L. were guaranteeing, in proportion to their percentages of ownership, this company’s debts to finance entities
(bearing interest at market rates) amounting to Ptas. 50,000,000,000 and Ptas. 11,500,000,000, respectively.

(14) Tax matters
Current corporate income tax regulations provide certain tax incentives to encourage new investments.

The Group Companies have availed themselves of the tax benefits provided by these regulations and can
deduct the following amounts from their future corporate income tax charges, if any:

Thousands of Pesetas

1998 1997 1996

Film New Fixed  Other Tax Film New Fixed  Other Tax Film Training  New Fixed

Year productions Assets Credits Productions Assets Credits Productions  Expenses Assets
1992 ... ... ... — — — — — —_ 31,482 — —
1993 .. ... ... .. — —_ - 51,255 6 — 51.255 - 6
1994 ... ... 65,160 799 —_ 65,160 799 — 65,160 — 799
1995 ... .. ... 127,736 173 — 127,736 173 — 154,951 30 31,779
1996 . ......... 187,230 2,183 19.17%¢ 187,230 2,183 20,484 218.077 228 25,923
1997 ... oot — — 35,672 — - 33,403 — —_ —
380,126 3,155 54,843 431,381 3,161 53,887 520,923 258 58,507

In 1998, 1997, and 1996 the Group availed itself of tax benefits provided by these regulations amounting to Ptas.
275,909,000, Pas. 331,493,000 and Ptas. 698,949,000, respectively.'

The reconciliation of the result for the year per. books for 1998, 1997 and 1996 to the tax base for corporate.. -
income tax purposes is as follows: o cor . :

Thousands of Pesetas

1998 1997 1996
Consolidated income/loss for the year per books, before taxes ... (17,798,306) (10,098,318) 8,689,914
Timing and permanent differences. . ......... ... ... . ... .. (16,110,083) (12,115,170) (51,383)
Offsetof tax losses . .. ... i v et i — — (23,690)
Tax base .. ... . e e e s (33,908,389) (22,213.438) 8,614,841

In 1997 the review by the tax inspection authorities of the periods from January 1, 1990, to December 31, 1995,
for all the taxes applicable 0 the Controlling Company was completed. As a result of this review, tax assessments
{which were accepted) totaling approximately Ptas. 143,039,000 were issued, and additional tax credits were
recognized for the Company that were taken in the 1996 corporate income tax return filed in July 1997,

The Group Companies have various years open for review by the tax inspection authorities for all the taxes
applicable to them. No additional material labilities are expected to arise for the companies as a result of
inspection of the open years.
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(13) Revenues and expenses
The detail, by line of business, of the Consolidated Group’s net sales is as follows:

Thousands of Pesetas

1998 1997 1996
SUDSCIIBErS . o ot e e e 76,623,495 62,396,263 54,121,011
AdVETHSING . . . oo et e 4,075,237 3,669,105 3,182,960
Rental of adapters. . ...... ... it 2,728,546 3,746,284 3,921,686
Managementof rights .. .. ...... ... ... ... . i oL, 4,741,817 8,671,705 5,493,083
(014371 10,332,510 2,313,234 5,003,955

98,701,605 80,796,591 71,722,695

The detail of the transactions with associated companies is as follows:

Thousands of Pesetas

1998 1997 1996
Revenues
AdVeTtISING . .\ ot e e e 4,101,181 74,711 62,400
43T O 698,896 159,486 34,584
4,800,077 234,197 96,984
Expenses
PUrChases . . . o e e e 8,852,732 45,661 2,607
Other operating eXpenses. . . ... .o vt n .. 3,263,073 2,352,928 2,213,763
12;115,805 2,398,389 2,216,370
Emplovees < o : o

The zverage number of permanent employees in 1998, 1997 and 1996, by category, was as follows:

1998 1997 1996
Managers ...t i e 65 61 33
Departmentheads . . ........... .. ... .. ... ... .. 110G 115 26
Otheremployees. .. ....oott it 1,075 9503 678
1.250 1,079 737

Under current labor regulations, the Group is required to make indemnity payments to employees terminated
under cerigin conditions. Management of the Companies does not foresee eny terminations making it necessary 1o
record a provision in this connection.
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Income/(Loss) by company
The detail of the contribution of each consolidated company to the results in 1998, 1997 and 1996 is as follows:

Thousands of Pesetas

1998 1997 1996
Income Income income
lncome {Loss) Income (Loss) Income (Loss)
{Loss) Anributed (Loss) Actributed (Loss) Attributed
Attributed 10 . Attributed to Attributed to
to the Minority to the Minority 1o the Minority
Group Interests Total Group Interests Totat Group Interests Total
Sogecable, S.A. .. ... ... ... (3.839.739) —  (3.83%.75% 586.467 — 586,467  5.837.527 —  5.837.527
Centro de Asistencia Telefonica, -

SA L e 330.814 976 331,790 440,838 1.300 442,138 75,704 223 75927
Gestion de Derechos

Audiovisuates ¥ Depontivos. .

SA.L .o (103.044) - (103.044) (2.280.020) —  (2.280.020)  (513.827) — (513.827)
CanalSatéiite Digital. S.AL .. .. (16.030.834) (1,300.172) 17,331.00€) (12242.63%) (1,331.193) (13,573.830) (415,852} — (419.852)
Canal Club de Distridbucién de

Ocio y Cultura. S.A. . . .. .. {284.802) - (284.802)  (429.227) — (429.227) (51.512} - (51,512)
Sociedad General de Cine, S.A. . (69,153} - (69.143)  {150.855) — (150.855) 229 -~ 229
Cinepag. Sa. . .. .. ... .. - - — - - — 6,787 — 6.787
Sogepag, SA. ... ... (82,350) - (82.850)  (143.908) — (143,905) 122,011 60.824 182,833
Sogepaq Distribucion, S.A. . . . . —_ - - 5.002 5,003 10,005 7279 14.366 21.843
Sogepaq Internacional, S.A.. . .. - - -_ (119,590} — {119,590) 9,260 17,974 27.234
Cable Antzna, S.A. 142,106 15,792 117,898 {238,121) {26,464} (264.585) _— —_ —_
Compatia Independiente de

Televisién, S.L.. . ....... (857.444) -— (857.434) — — - - — —
Cinemania. SL.. . ... ...... (559.984) - {559,984) — — — — — —
Sogecable Fitkol S.L.. ... ... (231.528) - {231.528) — — — - -, -
Associated companies: sra
Audiovisual Sport, S.L. . ... .. (3.727.199) —  (3.727,154)  (307.305) — (307.305) — - —
Warmer Lusornundo Cines de e

Espafia. SA.. ... .. .. .. (19.8:0} —_ (19.810) 2,720y — {2.720) - — —_
Cormnpaiiia Independiente de :

Noticias de Television, S.L.. . (11.834) — {11.834) - — - — — —_
Sogecable Musica. S.L. .. . . .. 4512y = L— (65,121) — — — - —_ -
no quitar esta linea | . AN C
Consolidation adjustments. . . . . 21,794,289 ‘(10.64!) 21,783,648 15,178,070 (2.397) 15175673 957.676 — .7 957.676 -.
Towl ... . ... - (3.636.118) (1,254,035) (4,950.163) 295997 (1,383,751) (1.057.754) 6,031.282 93.587  6.124.869

(16) Guarantees

As of December 31, 1998 and 1997, the Controlling Company and its dependent companies had guarantee
facilities with various finance entities, of which Ptas. 6,403,178,000 and Pras. 7,251,210,000, respectively, had
been drawn. v

(17) Directors’ remuneration and other benefits

The Companies have not granted any advances or loans to their Board members. [n 1998, 1397 and 1996, the
directors of Sogecable, S.A. eamed remuneration amounting to Ptas. 136,500,000, Ptas. 160,000,000 and Ptas.
160,000,000, respectively.

The Companies do not have any pension or insurance premium payment commitments to the directors.

(18) Future commitments

The Controlling Company and its Group have entered into certain purchase and sale agreements with various
suppliers and consumers for future program brozdcasting, publicity and sporting rights. These commitments
guarantee coverage of the Group Companies’ programming needs in the related years.

F.23




As of December 31, 1998, the Controlling Company and its Group had peseta and foreign currency payment and
collection commitments amounting to approximately Ptas. 327,140,414,000. The net amounts arising under these
commitments are payable as follows: :

Amount in

Thousands of
Pesetas at the Year-

Year End Exchange Rates
100 Lt e e e e e 40,059,200
2000 . . . e e e e e e 42,551,244
2000 . e e e 46,073,082
2002 . . e 51,124,830
2003 . e e 39,037,343
Remainder through 2008 .. . ... ... ... i it e e e 108,294,715

327,140,414

The obligation to pay the amounts agreed on in the purchase agreements are solely dependent on the suppliers
fulfilling the contractually established terms and conditions.

(19) Subsequent events

In January 1999 the Controlling Company’s shareholders disbursed the capital called as of December 31, 1998,
amounting to Ptas. 10,000,000,000.

As of December 31, 1998, certain Group companies had accumulated losses exceeding one-half of their capital
stock. The Corporations Law and the Limited Liability Companies Law establish in these cases that the company -
must be dissolved unless capital is sufficiently increased or reduced. The directors will propose to the
Shareholders’ Meetings, by the legally stipulated deadline, the measures required to restore net worth
equilibrium.

(20) “Year 2000” Issue adaptatibn plans

As of December 31, 1998, the foreseeable impact of the Year 2000 Issue on the computer and production systems
of the Controlling Company and of the dependent companies had been assessed, and it is considered that-it will -
not be significant either at present or in the future and, consequently, that it will not have any effect on: these
consolidated financial statements. :

(21) Explanation added for translation to English

These consolidated financial siatements are presented on the basis of accounting principles generally accepted in
Spain. Certain accounting practices applied by the Group that conform with generally accepted accounting
principles in Spain may not conform with generally accepted accounting principles in other countries.
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Translation of a report originally issued in Spanish. In the event
of a discrepancy, the Spanish-language version prevails.
SOGECABLE, S.A.

AND DEPENDENT COMPANIES (CONSOLIDATED GROUP)

1998 MANAGEMENT REPORT
SUBMITTED BY THE BOARD OF DIRECTORS OF

SOGECABLE, S.A. TO THE SHAREHOLDERS’ MEETING
Ladies and Gentlemen,

Pursuant 1o Article 202 of the Spanish Corporations Law, the Board of Directors of Sogecable, S.A. is
honored to present and submit for the approval of the Shareholders’ Meeting the consolidated management report
for 1998.

Business performance
Sogecable, S.A.

As of December 31, 1698, the Company had 1,593.614 subscribers, a net increase of 128,720 with respect 10
1967 vear-end.

The market share at 1998 year-end was 14.39%, as compared to 13.07% at the end of 1997, and the

geographical coverage due to the opening of new rebroadcasting centers increased from 93.61% in 1997 to
93.69%¢ in 1998.

Adyerising revenues increased by 8.8% in 1998 with respect to 1997, although as a proportion of the
Compuny ‘s 1otal revenues they decreased to 5%. '

A» regards programming, the stron@ emphasis placed on sport and films in 1997 was maintained in 1998." .

In-housc productions consolidated its productions such as “El Dia Después™ and “La Semana del Guifiol”.

CanatSatélite Digital, S.L.

Or Junuany 31, 1997, Scgecable, S.A. launched the first European satellite pay digital TV service in Spanish
throush s imvestee CanalSatélite Digital, S.L.

In twos CanalSatélite Digital, S.L. consolidated its television service for which since inception it has been
entering inte agreements with the main U.S. film producers, and it acquired excfusive audiovisual rights to the
Spannd First and Second Division League Championships and the Spanish Soccer Knockout Cup under the pay-
perviaw avstem, Also. in 1998 it offered new services and channels, including most notably “Disney Channel™,

2TV ANNT and “Fox Kids”.

A~ of [December 31, 1998, there were 399,350 subscribers to the digital service.

Ceniro de Asistencia Telefonica, S.A.

in 1usy CATSA continued to increase its billings, this time by approximately 20%, through billings to
Cunaldarchie Digital, S.L.

The teicphony business constituted the basis for the increase in billings in 1998, with a rise in the number of
calls handied and made.

Gestion de Derechos Audiovisuales y Deportivos, S.A.

In 1998 this company continued to acquire and market audiovisual rights on sporting events, and its main
customer is Sogecable, S.A.

In June 1998 it sold a publicity rights contract that it had held since 1996.
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Sociedad General de Cine, S.A.

Sociedad Generzal de Cine, S.A. maintained its volume of business in 1998. The productions released in 1998
included, inter alia. “Los amantes del Circulo Polar™, *Barrio” and “El milagro de P.Tinto".

Sogepag, S.A.

In 1998 this company maintained its policy of acquiring the most successful Spanish productions and
important independent foreign productions.

Outlook

The outlook for the Group as a whole is favorable, based on its performance in 1998 and in the first few
months of 1999. : :

Research and development activities

In 1998 Centro de Asistencia Telefénica, S.A. continued to adapt the current management software to the
expected technological changes,

Acquisition of treasury stock

Sogecable, S.A. does not hold any shares of treasury stock and did not carry out any transactions involving
treasury stock in 1998,
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SPECIAL REPORT ON LIMITED REVIEW

To Management of
Sogecable, S.A.

We have reviewed the accompanying balance sheet of SOGECABLE, S.A. and Dependent Companies
(CONSOLIDATED GROUP) at March 31, 1999, and the related statements of income for the three months then
ended. These financial statements are the responsibility of the Company’s management. Our tesponsibility is to
issue a report on these financial statements based on our review.

We conducted our review in accordance with the Interational Standard on Auditing applicable to review
engagements, This Standard requires that we plan and perform the review to obtain moderate assurance as to
whether the financial statements are free of material misstatement. A review is limited primarily 1o inquiries of
company personnel and analytical procedures applied to financial data and thus provides less assurance than an
audit. We have not performed an audit and, accordingly, we do not express an audit opinion.

The most recent studies conducted by the technical department of CanalSatélite Digital, S.L. disclose that
the most appropriate estimated usefu! life for the digital decoders is seven years, rather than the five years applied
to date. This change was made effective from January 1, 1999, and gave rise to a reduction in the period
depreciation charge in the consolidated statement of operations for, the three-month period ended March 31, 1999,
of approximately Ptas. 600 million, before considering the tax effect and the share of minority interests (see
Note 3-d).

Our work did not include an examination of the financial statements as of March 31, 1999 of the company
carried by the equity method Audiovisual Sport, S.L.

Based on our review, except for the effects, if any, that might arise from the scope limitation described in the
previous paragraph, nothing has come to our attention that causes us to believe that the accompanying statements
do not give a true and fair view in accordance with generally accepted accounting principles in Spain.

ARTHUR ANDERSEN

May 25, 1999 José A. Rodriguez Gil




Translation of a report and consolidated financial statements origir
accounting principles in Spain (see Note 20). In the e

SOGECABLE, S.A. A

CONSOLIDATED BALANCE SHE!
(Currency - Thouss

March March
ASSETS 1999 1998

FIXED AND OTHER NONCURRENT ASSETS:
Start-up expenses. . ................. e e e 8,154,261 9,409,748
Intangible assets—. . . ... ... L e 31,290,723 .-39,421,066
imellectual property ... .. ... e 274387 .. 283,538
Computer SOfIWATE . ... . i i e e e 3,869.413 3,139,763
Audiovisual and sports broadeasting rights. . ... ... ... .. ... . ..., 30,116,467 54,940,662
Rights onleased 258818 . . .. oot ittt i e 141,894 141,894
Other intangible @5Sets. . . . .ot i i i e 64,836 - ol 64,836
PrOV IS 0N . . . vttt e e e e e e e (117,668) +.+(135,919)
Accumulated amMOrtizZatON . - ...\ o e (23.058,606) :(19,013,730)
Tangible fixed assets— . .. ... .. ... ... ... ... 44,869,494 | 46,265,504
Land and structures . . .. oot e e 15,873 .« 15,873
Machinery, installations and tools . ... ... ... ... ... L . 10,655,933 ' 10;274,734
Decoders, keys and adapters . ... .. .. ... .. 65,480,573 61,096,699
Computer hardware. .. ... ... .. e e 2,670,309 2,322,700
Other tangible fixed asSe1S. . .. .. oot e 858,071 i :898,719
36053 E-3 1+ V-3 (86,693) o —
Accumulated depreciation . .. ... ... e (34,724,372) +(28.343,221)
Long-term financial investments— . . ......... .. ... ... ... 31,335,754 123,120,727
Holdings in companies carried by the equity method .. .. .. ....... ... ... 894.004 -i:1;154,727
Other financial INVestmentS . .. . . it e it et 209572 28,124
Long-term receivables from multigroup companies. ..................... 5,105,259 . ~+7,819,341
Other long-term receivables. ........... e e e 25,062,306 13,833,181
Guarantees and deposits .. .. ... i e 86.891 L. -.290,944
8 €0 AT T} o T3 N (22,278) (5.590)
Goodwill in consolidation—. . .. . .. Ot 1,676,891 - ..764,819
Companies consclidated by the global integration methed ....... ......... 1,464,551 487,131
Companies carried by the equity method . .. .. ... ... .. ... .. ... ...... 212,340 277,668

Total fixed and other noncurrent assets . ......... ... v nnn.n. 117,327,123 118,981,864
DEFERRED CHARGES . . .. .. ... i e 1,376,643 1,518,707
CURRENT ASSETS:
IVEREOI S . o o it e e e 14,311,580 12,135,152
Accounts receivable— . . . ... ... L e 40,762,376 44,950,537
Customer receivables for sales and other receivables .. .................. 6,777,744 9,360,711
Receivable from multigroup companies . ............. .. v 10,409,420 14,949,448
Other accounts receivable . . .. . ... e e 15,691,946 10,558,746
Receivable from public authorities. . ... .. ... .. . . L 8,141,721 10,227,282
P OVIS NS . o o ettt et e e e e e e e (258,455) (145,630)
Short-term financialinvestments. . ... ...... ... ... ... ... ... ... 390,406 677,243
Cash. .. e e 1,679,891 2,429,638
AcCrual acCoUntS . . ... e e 4,428,891 1,426,882

Total current @SSet8 . . .. .. . it e e 61,573,144 61,619,492

TOTAL ASSETS . . . o e e e 180,276,910 182,120,063

The accompanying Notes 1 to 20 are an integral par




sued in Spanish and prepared in accordance with generally accepted
"a discrepancy, the Spanish-language version prevails.

EPENDENT COMPANIES

5 OF MARCH 31, 1999 AND 1998
"Spanish Pesetas)

March March
SHAREHOLDERS' EQUITY AND LIABILITIES 1999 1998
SHAREHOLDERS’ EQUITY:
Capital stock . ...................... e 30,000,000 - 20,000,000
RS BIY RS . o ottt ettt e e e e e e e 6,315,159 9,971,278
Legal TESBIVE L .t e e e 2,058,647 2,000,000
VOlUMIATY TESEIVES. « . vttt it ia ettt n i e an e anns 7,943,265 7,415,446
Reserves at consolidated companies. .. ...t 152,986 (30,635)
fncome (Loss) for 1998. .. . ... L . e (3.839,739) 586,467
Income (Loss) for the Period. . ................ ... .. ... ... ... ..., (1,154,356) 276,585
Consolidated 1085 .« oot i e e e e (1,338,616) (271,399)
Loss attributed to minority INETeSS. ... v v 184,260 547,984
Total shareholders’ equity. ....... ... ... ... .. .. ... . ... .. ... 35,160,803 30,247,863
MINORITY INTERESTS ... ..... e 962,872 689,887
DEFERRED REVENUES .......... e 37,784 .1 112,187
PROVISIONS FOR CONTINGENCIES AND EXPENSES ............. 1,666,092 - 2i6,119
LONG-TERM DEBT: P
Long-term guarantee deposits received. ................. ... .. ... .. 8,849,280 11,195,693
Long-term payables to creditentities . .. ........................... 64,683,447 57,430,690
Other accounts payable. . . ... ... ... .. e 2,230,553 - 4,365,536
Total long-termdebt . ... ... ... ... ... i 75,763,280 72,991,919
CURRENT LIABILITIES:
Short-term guarantee deposits received . ... ... .. ... ... L 2.664,938 3,768,905
Payable to credit entities. . . . .......... ... . . . i 25,500,509 22,608,869
Trade accounts payable. . .......... ... . . . i 31,357,182 37,746,828
Payable to multigroup companies.......... ... i 1,634,635 539,361
Other nontrade payables. .. .. ... ... .. ... .. L i 4,195,308 10,977,499
ACCrUal ACCOUMES . . . .. vttt it e 1,333,507 2,220,626
Total current liabilities . . .. ... ... . oo 66,686,079 77,862,088
TOTAL SHAREHOLDERS® EQUITY AND LIABILITIES...... ... .. 180,276,910 182,120,063

e consolidated balance sheet as of March 31, 1999.
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Translation of a report and consolidated financial statements origir
accounting principles in Spain (see Note 20). In the e

SOGECABLE, S.A. AND ]
CONSOLIDATED STAT

FOR THE THREE MONTH PERI(

(Currency - Thous:

DEBIT Jan-March Jan-March
‘ 1999 1998

EXPENSES: .
PUTCRESES . . e e e e 14,682,862 10,237,446
Personne! expenses—

Wagesand salaries ........ooitt it 2,272,251 1,992,972

Employee welfare expenses. .. .. ... vttt i i e 616,735 631,810
Period depreciation and amortizatioR . .. ... .. e 4,387473 4,044,717
Other Operating EXPenSES. « . « v o v v v o et ot e it et e e e 10,066,777 13,638,159
Operating income . . . ... ... ... e — —
Financial eXpenses. . . .. ..ottt it it e e 1,112,093 993,813
Exchange Josses . ... ..o e 226,678 - 97,923
Fimancialincome .. ... .. ... ... . .. . —_ i —
Share in losses of companies carried by the equity method. . ............... 1,872,517 . 8.580
Amortization of goodwill. . . .. ... .. . 110,796 54,762
Income from ordinary acti{;ities e e e ’ — —
Losses on fixed @S8ets . . .. oottt e e 23,013 16,888 .7
Extraordinary eXpenses . . ... ... iii i 40,053 10,337
Extraordinary income . .............. B R 80,439 277,228 -
Consolidated income before taxes . .. ....... ... ... ... ... ... .. .. .. — —
COTPOTate IMCOME 18X . vt v e v et e s e cen e e e ier e enan e (2,546,254) (2,802,865)
Consolidated income fortheyear ........... ... ... ... ... ... .. ..., — —_
Loss attributed to minority IMETeSIS. .. ..o v v vttt et it it i e e, (184,260) (547,984)
Income attributed to the Controlling Company ....................... — 276,585

The accompanying Notes 1 to 20 are an integral part of the consolid:




ued in Spanish and prepared in accordance with generally accepted
a discrepancy, the Spanish-language version prevails.

INDENT COMPANIES
sTS OF OPERATIONS

VDED MARCH 31, 1999 AND 1998
Spanish Pesetas)

CREDIT Jan-March Jan-March
o 1999 1998

REVENUES: .

Nt SaleS. . oottt e e e e e e e 29,702,635 25,398,969
Other OpETating TEVEMUES . . . ot vttt it et i e et e ns 1,065,289 2,416,947
Operating Joss . .. ... ... .. L e 1,258,074 2,729,188
Gain on short-term financial investments . ... .. ..ottt 198,821 235,131
Exchange gains. ..................... P 407,040 297,643
Financial 1oss. . ... ... i e e e 732,910 . 558,962
Share in income of companies carried by the equity method. . . ............. 8,988 , —
Loss on ordinary activities . . ... e PO e 3,965,309 3,351,492
Extraordinary revenues . ...... L. e . B 143,507 304,453
Consolidated loss beforetaxes. . .. ... ... .. ... .. ... . . it 3,884,870 3,074,264
Consolidated loss forthe year . ... ..o v i i i 1,338,616 271,399
Loss attributed to the Controlling Company. . ........................ 1,154,356 —

tement of operations for the three-month period ended March 31, 1999,
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Translation of a report and conselidated financial statements originally issued in Spanish and prepared in
accordance with generally accepted accounting principles in Spain (see note 20).
In the event of a discrepancy, the Spanish-language version prevails.

SOGECABLE, S.A.
AND DEPENDENT COMPANIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE-MONTH PERIOD ENDED MARCH 31, 1999

(1) Dependent and associated companies

The accompanying consolidated financial statements as of March 31, 1999, were obtained from the individual
financial statements of Sogecable, S.A. and of the dependent companies.

The consolidated dependent companies are listed in Exhibit 1.

The wholly-owned investees of Sociedad General de Cine, S.A., namely Sociedad General de Televisidn, S.A.
and Iberoamericana de Derechos Audiovisuzles, S.A. and Cinepaq, S.A. were dissolved without liquidation on
January 2, 1997, and February 7. 1997, respectively. The assets and liabilities of all three companies were
transferred to Sociedad General de Cine, S.A.

The financial statements of Sociedad General de Cine, S.A. for 1997 and 1996 contain the dissolution balance
sheets and the disclosures required under Article 107 of Law 43/1993.

Also, in 1998 the Shareholders’ Meetings of Sogepaq Internacional, S.A. and Sogepaq Distribucidn, S.A.
resolved 1o dissolve these compantes without liquidation, with global assignment of their assets and liabilities to
their sole shareholders, Sogepaq, S.A. and Sogecable, S.A., respectively.

The 1998 and 1997 financial statements of Sogecable, S.A. and Sogepag, S.A. contain the dissolition balance
sheets and the disclosures required under Article 107 of Corporate Income Tax Law 43/1993.

[

(2) Basis of prese:ntation‘of the Cohsolidated Financial Statements
(@) True and fair view

The accompanying consolidated financial statements as of March 31, 1999, which were prepared by the
directors of the Controlling Company, were obtained from the companies’ individual financial statements
and are presented in accordance with the Spanish National Chart of Accounts and, accordingly, give a true
and fair view of the net worth, financial position and results of operations of the Consolidated Group.

(b) Comparative information

For information comparison purposes, the directors present, together with the consolidated balance sheet as
of March 31, 1999, and the consolidated statement of operations for the three-month penod ended March 31.
1999, the balance sheet as of March 31, 1998, and the consolidated statement of operations for the three-
month period then ended.

(c) Consolidation principles

The companies in which Sogecable, S.A. has a direct or indirect ownership interest of 50% or more and in
which it exercises effective contrel over their management were consolidated by the global integration
method. The equity method was used for companies in which the Controlling Company has an ownership
interest of between 20% and 50% and does not exercise effective control over the management of the
dependent companies.

All material accounts and transactions between the companies consolidated by the global integration method
were eliminated in consolidation.

The equity of third parties in the net worth and results of the companies consclidated by the global
integration method is presented under the “Minority Interests” and “Loss Attributed to Minority Interests”
captions in the consolidated balance sheets and consolidated statements of operations, respectively.
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(3) Valuation standards

The main valuation methods applied in preparing the accompanying consolidated financial siatements were as
follows: -

(a) Goodwill in consolidation

The goodwill in consolidation represents the positive difference at the date of firsi-time consolidation
between the book value of the Controlling Company’s holdings in the capital of the dependent companies
and the value of the proportion of the dependent companies’ equity attributable to such holdings, net, where
appropriate, of asset revaluations or liability reductions.

The accompanying consolidated balance sheet as of March 31, 1999, includes the goodwill arising from the
acquisition by Sociedad General de Cine, S.A. of Sociedad General de Televisién, S.A., Iberoamericana de
Derechos Audiovisuales, S.A. and Cinepagq, S.A. They also include the goodwill arising from the acquisition
by Sogecable, S.A. of its holding in Wamer Lusomundo Cines de Espafia. S.A. and of its 2.3% holding in
CanalSatélite Digital, S.L. and from the acquisition by CanalSatélite Digital, S.L. of Cable Antena, S.A.

Goodwill is amortized by the straight-line method over five years, the period during which it is considered
that the companies acquired will contribute 1o the obtaining of the Group income.

(b} Start-up expenses

Start-up expenses, which comprise incorporation. preopening and capital increase expenses, are recorded at
cost.

Incorporation and capital increase expenses, which relate mainly to taxes, lawvers’ fees and public deed and
registration expenses, are amortized on a straight-line basis at an annual rate of 20%.

The precpening expenses include all the expenses incurred in the start-up of the coded broadcasts using
digital technotogy through CanalSatélite Digital, S.L., and the costs incurred in attracting subscribers and
other costs incurred in the start-up period. The former expenses are amortized on a straight—line basis at an
annual rate of 20%, whereas the latter are amortized over the subscnptlon pericd up to & maximum penod of
‘five years.

The caption also includes the costs incurred in developing new thematic television channels, which are
amortized on the basis of the foreseeable number of subscribers to these channels over the subscription.term.

(¢) Intangible assets

The balance of this caption is basically made up as follows:
— “Audiovisual Rights” which includes:

—  Advances for audiovisual productions — The balance of this account relates to the amounts advanced by
Sogepag, S.A. to producers to make films, series and other audiovisual productions.

— Audiovisual productions — The balance of this account relates to the costs incurred in making and
acquiring audiovisual productions (series and feature films) and in acquiring, where appropriate, certain
rights 1o screen these productions by Sociedad General de Cine, S.A.

The Group starts to amortize the productions from the date of commercial release or from the date on
which the rating certificate is obtained, in the case of productions that will be shown at movie theaters,
or from the date on which the definitive copy is obtained, in the case of television productions.

—  Screening rights and negatives — The negatives are the screening rights 1o which the Group holds
perpetual title. The related acquisition cost is amortized on a straight-line basis over ten years.

—  Other rights — These rights relate basically to advances paid by Gestién de Derechos Audiovisuales y
Deportivos, S.A. CanalSatélite Digital. S.L. and Sogecable, S.A. for the acquisition of certain
audiovisual rights and for the exploitation of the publicity rights owned by sporting clubs and
corporations, and for television and audiovisual rights relating to the Spanish First and Second Divisicn
League Championships and the Spanish Soccer Knockout Cup (except for the final) under the pay-per-
view system from the 1998/1999 season through the 2002/2003 season. These latter rights are currently
assigned to Audiovisual Sport, S.L. under a usufruct arrangement. CanalSatélite Digital, S.L.




determines the expense allocable to each year on the basis of the number of potential pay-per-view
service sales projected.

Also, this caption in the accompanying consolidated balance sheet as of March 31, 1999, inciuded the
cost of certain long-term present and future andiovisual and publicity rights. These rights are amortized
on the basis of the revenues generated thereby.

— The “Intellectual Property™ account is charged for the amounts paid to acquire the right to use or to
regisier certain trademarks.

- — The “Computer Software” account is charged for the direct costs incurred in developing computer
software and for the acquisition cost of software applications acquired from third parties. Both sets cf
costs are amortized on a straight-line basis at an annual rate of 20%, and the computer software starts 10
be amortized from the date on which its development is completed.

— The “Rights on Leased Assets™ caption includes the assets acquired by Sociedad General de Cine, S.A.
which are amortized on the basis of the vears of useful life of similar tangible fixed assets.

(d) Tangible fixed assets

Tangible fixed assets are carried at cost.
Penod upkeep and maintenance expenses are expensed currently.

The companies depreciate their tangible fixed assets by the straight-line method at annual rates based on the
following vears of estimated useful life:

Years of
Useful life

Machineny. installations and tools. . ... . ... P ... 510

Analog decoders, keys and adapters . .. ... e 7
D] decoders. . oottt e e e e e .7
Computer hardware .. .. .. e e e e N ' 43
Furmnure and fixtures. ... .. ... e e S 10
Onher tangible fixed @SSB1S . . . . oot i eeea 4-5

I or the year stanting January 1, 1999, CanalSatélite Digital, S.L. lengthened the years of estimated useful life
of diental decoders from 5 to 7 and recalculated the related straight-line depreciation accordingly. The effect
of thix extimate on the consolidated financial statements as of March 31, 1999, amounts 10 approximately
Prus. 23%.745.000, net of the tax effect.

fer Long-term financial investments
Heldings tn nonconsolidated companies are valued at the lower of acquisition cost or underlying book value
ol the holdings.

Louns to investees are recorded at the lower of the amount delivered or market value.

The “Other Long-Term Receivables™ caption includes, inter alia, the Group’s tax assets and prepaid taxes
arsine from the losses incurred by certain companies in the three months ended March 31, 1999, and in
199y and 1997, amounting to Ptas. 24,367,804,000, which the various companies will offset against the
operating income eamned by them in future years.

() Inventories
Inventories are valued at cost and relate mainlyv to program broadcasting rights.
Under the agreements with the Spanish audiovisual industry, purchases of Spanish program broadcasting

rights are allocated to inventories when the materials and the related certificates are delivered, and not at the
date of subsequent internal verification, as was the case in prior years.
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Sogecable, S.A.’s broadcasting rights are allocated to income as follows:

1. Third-party film broadcasting rights: these rights are allocated to income on the basis of the
viewing figures for each showing based on the company’s audience surveys. The percentages
allocated to each showing of a film are as follows:

%

IS SHOWING . . o ot e 52.0
2nd SHOWING o .o e e 6.1
3rd ShOWING. ..o e 57
4th showing. ......... N e » 6.4
St SOWING. . o e e 8.7
Bthshowing. .. ..o i e 6.4
T SROWING. ot e e T 64
Bth ShoWIng. . . oo e e e 8.3

100.0

2. Sporting event broadcasting rights: these rights are allocated to income in full at the date of the
first showing.

3. Series broadcasting rights: these rights are allocated to income on a straight-line basis from the
date of the first showing on the basis of the number of showings envisaged.

4. Other rights: these rights, which relate basically to documentaries, in-house productions and
program titles, are recorded as amortization when they are acquired, regardless of the date of
broadcast.

(g) Guaraniee deposits received

The deposits received as guarantees for the decoder equipment are recorded at short or long term on the. . 3
basis of the estimated claimability of this liability. e

(h) Classification of debt

Debts maturing in under 12 months from year-end are classified by the companies as current liabilities and
those maturing at over 12 months as long-term debt.

(i) Corporate income tax

In 1996 the Company started to file consolidated corporate income tax returns, in accordance with
Law 43/1995. Sogecable, S.A. is the Controlling Company of the tax group which, as of December 31, 1998,
included the following companies: Centro de Asistencia Telefonica, S.A., Gestidén de Derechos
Audiovisuales vy Deportivos, S.A., Compaitia Independiente de Televisidn, S.L., Sociedad General de

Cine, S.A., Sogepag, S.A., Canal Club de Distribucion de Ocio y Cultura, S.A., Cinemania, S.L. and
Sogecable Futbol, S.L.

Corporate income tax is calculated on the basis of income per books determined by application of generally
accepted accounting principles, which does not necessarily coincide with the taxable income.

The expense for corporate income tax is obtained from the tax bases of the consolidated tax group of which
Sogecable, S.A. is the Controlling Company and by aggregating the tax bases of the companies consolidated
by the global integration method that do not form part of the consolidated tax group.

In general, only the prepaid taxes relating to timing differences arising from the elimination of value
adjustments to holdings in companies in the consolidated tax group are recorded.

The tax credits earned are calculated by considering the provisions to the allowance for diminution in value
of the companies not included in the consolidated tax group as permanent differences since they have no tax
effect in subsequent years.




As of March 31, 1999, the consolidated Group recorded revenues for corporate income tax amounting o
Ptas. 2,546,254,000, as a result of the tax losses incurred in the three months then ended, and the unused tax
credits that are expected 10 be recovered through the income earned in furure years."

() Foreign currency transactions

Foreign currency on hand and receivables and payables denominated in foreign currencies are translated 10
pesetas at the exchange rates ruling at the transaction date. The exchange differences arising on translation
by this method are charged or credited, as appropriate, to income for the year.

As of March 31, 1999, the foreign currency on hand and receivables and payables denominated in foreign
currencies were translated to pesetas at the exchange rates then ruling, and negative differences were
charged 10 income.

(%) Recognition of revenues and expenses
Revenues and expenses are recognized on an accrual basis.

However, in accordance with the accounting principle of prudence, the Company only records realized
income at year-end, whereas foreseeable contingencies and losses, including possible losses, are recorded as
soon as they become known.

() Working capital

As a result of the nature of the business activities of the Controlling Company and of its dependent
companies, as of March 31, 1999, current liabilities significantly exceeded current assets. The Company’s
directors consider that the revenues generated in the future by the Controlling Company and its dependent
companies will be sufficient 10 enable them 1o settle their debts by the related due dates.

(4) Start-up expenses

The transactions recorded in the three-month period ended March 31, 1999, in the various start-up éxpense

accounts are summarized as follows:
Thousands of Pesetas

Capital
. Increase
Preopening Expenses Total
Balance at 01/01/99. . . ... ... . . 8.090,419 307,099 8,367,518
AddItIoNS ..ot e e e — 211,447 211,447
AMOMIZatiON. . . . .ottt i e e i (430,304) (24,400) (454,704)
Balance at 03/31/99. . ... .. . e 7.660.113 494,146 8,154,261

The amounts recorded under the “Preopening Expenses” account as of March 31, 1999, related mainly 10
projects to develop future televisicn channels, which are taken to period income based on projected subscriber
revenues and to the additional direct costs incurred in attracting subscribers in various subscription campaigns
conducted in 1597,
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{(5) Intangible assets

The transactions recorded in the three-month period ended March 31,

accounts and the related accumulated amortization are summarized as fellows:

Thousands of Pesetas

1999, in the various intangible asset

Balance at Balance at

01/01/99 Additions Retirements 03/31/99
Cost:
Inteflectual property ........ ... ... L 272,140 - 2,247 — 274,387
Computer software .. ...................... 3,781,634 421,322 (333,543) 3,869,413

- Audiovisual and sports broadcasting rights. . . .. .. 49,965,577 831,329 (680,439) - 50,116,467

Rights on leased assets . .................... 141,894 — — 141,894
Other intangible assets. ... ..........cvvvn. .. 64,836 — —_ 64,836
Total cost. . . .. e et e e e 54,226,081 1,254,898 (1,013,982) 54,466,997
Accumulated amortization:
Intellectual property ......... ... .. ... .. ... 95,408 13,666 — 109,074
Computer software . ............. ..., 1,778,451 142,995 (50,802 1,870,624
Audiovisual and sports broadcasting rights. ... ... 19,786,495 1,263,258 (26,208) 21,023,545
Rightson Jeased assets . ...................: 21,435 568 — 22,003
Other intangible assets. ... .................. 30,160 3,200 — 33,360
Total accumulated amortization ... .......... 21,711,929 1,423,687 (77,010) 23,058,606
Provisions ......... ... . ... i, 126,823 — (9,15%) 117,668

The additions to the “Audiovisual and Sporns Broadcasting Rights” caption in the three months ended March 31,
1999, relate basically 10 the investments made by Sogecable, S.A., Sociedad General de Cine, S.A. and Sogepaq,

S.A. in film and audiovisual productions and to the costs incurred by Sogecable, S.A. in acqumno certam‘

audiovisual and publicity exploitation rights

The retirements from the “Audiovisual and Sports Broadcasting Rights” caption in the period wete due to the
transfer to the “Inventories” caption in the accompanying consolidated balance sheet of the audiovisual rights
acquired by CanalSaiélite Digital, S.L. that are classifiable as short-term rights.
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{6) Tangible fixed assets

The transactions recorded in the three-month period ended March 31, 1999, in the various tangible fixed asset
accounts and the related accumulated depreciation are summarized as follows:

Thousands of Pesetas

Retirements

Balance at and Balance at

01/01/99 Additions Transfers 03/31/99
Cost:
SITUCIUTES « v v e vt vt te e eee e eeeis e 15,873 —_ — 15,873
Machinery, installations and teols~ ... ... .. o 10,606,013 49,941 - (21) - 10,655,933 - - -
Decoders, keys and adapters . ................ 64,271,241 1,664,445 (455,113) 65,480,573
Computer hardware. ... .................... 2,647,696 22,613 — . 2,670,309
Other tangible fixed assets. . ................. 850,493 7,578 — 858,071
Totalcost. . .. ..ot i e 78,391,316 1,744,577 {455,134) 79,680,759
Accumulated depreciation:
SUCTUTES . L o vttt i et ettt e e 135,873 —_ — 15,873
Machinery, installations andtools ............. 5,687,915 351,179 8,817 6,047,911
Decoders, keys and adapters ................. 25,244,002 2,029,548 (348,507) 26,925,043
Computer hardware. . . ..................... 1,154,278 108,157 — 1,262,435
Other tangible fixed assets. . ................. 471,443 20,548 (18,681) 473,310
Total accumulated depreciation ............. 32,573,511 2,509,432 (358,371) 34,724,572
Provisions . ............ .. ... . ... 86,693 — — 86,693

The additions. to the cost and accumulated depreciation of the decoders, keys and adapters relate mainly to the
purchases of digital decoders by-CanalSatélite Digital, S.L. The retirements from this account relate mainly to the
cost and accumulated depreciation of analog decoders, keys and adapters sold by Sogecable, S.A.

(7) Long-term financial investments

The transactions recorded in the three-month period ended March 31, 1999, in the various long-term financial
investment accounts are summarized as follows:

Thousands of Pesetas

Holdings in

Companies

Carried by Loans to Guarantees

the Equity Other Multigroup Leng-Term and

Method Investments  Companies Loans Deposits Provisions Total

Balance a1 01/01/99 . . . 1,376,944 159,570 5,051,748 22.468.007 89,033 (22,278) 29,123,024
Additions. . .. ....... 8.988 50,002 33,511 2,594,299 2,712 — 2,709,512
Retirements . . ....... (491,928) — —_ — (4,854) —  (496,782)

Balance at 03/31/99. .. 894,004 209,572 5,105,259 25,062,306 86,891 (22,278) 31,335,754

The detail of the “Holdings in Companies Carried by the Equity Method™ caption as of March 31, 1999, is as
follows:

Thousands of

Pesetas %
Warner Lusomundo Cines de Espafia, SA. ...... ... .. .. ... oL 797,387 33.33
Compafia independiente de Noticias de Televisién, S.L. ............ ... ... 76,881 50.00
Sogecable Mulsica, S.L.. .. ... i e e 19,736 49.99
894,004
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Additionally, the group has a 39.99% holding in Audiovisual Sport, S.L. The negative net value of this holding
that was carried by the equity method as of March 31, 1999, amounted to Ptas. 1,380,589,000 and is included

under the “Provisions for Contingencies and Expenses™ caption in the accompanying consolidated balance sheet
at that date.

The “Loans to Multigroup Companies” account includes the advances paid by the Controlling Company and its
dependent companies to football clubs through March 13, 1997, and assigned to Audiovisual Sport S.L. pursuant
to the resolutions of its Board of Directors, together with the audiovisual rights on the Spanish League
Championship and Spanish Knockout Cup (except for the final) from the 1998/1999 season through the 2002/
2003 season, on a universal basis, in all forms of exploitation, except for pay-per-view.

_The balances of the “Other Long-Term Receivables™ account as of March 31, 1999, include, inzer alia, the
group’s various tax credits and timing differences arising from variations in provisions for diminution in value of
investment securities of companies included in the consolidated tax group, totaling Ptas. 24,367,804,000.

(8) Other accounts receivable

The balance of this caption as of March 31, 1999, includes the advances paid to trade creditors, pamcularly for
audiovisual rights, and fixed asset supphers

(9) Shareholders’ equity

The transactions recorded in equity accounts in the three-month period ended March 31, 1999, are Summanzed as
follows:

Thousands of Pesetas
Reserves at

Légal Voluntary Consolidated Period
Capital Stock Reserve Reserves Companies 1998 Loss Iacome (Loss)
Balance at January 1, Snen
1998 . ........... 30,000,000 2,058,647 7,943,265 (30,6335) —  (3:656,118)
Distribution of 1998 o k RN
income— Reserves . - - —_ . — F— 183,621 (3,839,739) 3,656,118 -,
Loss for the three- - . v . ' ‘ e -
month periodended s n
March 31, 1999. ... — - — — —_ (1 154,356) -
Balance at March 31, . pee
1999 ............ 30,000,000 2,058,647 7,943,265 152,986  (3,839,739) (1:154,356)

As of March 31, 1999, the capital stock of Sogecable, S.A. consisted of 300,000 fully subscribed and paid
registered shares of Ptas, 100,000 par value each.

The detail of the Controlling Company’s shareholder structure and of the relared percentages of ownership as of
March 31, 1999, is as follows:

Number of Percentage of

Shares Ownership
Promotora de Informaciones, S.A. . . . .o oottt e e 75,000 25.000
Canal Plus, S.A. (Francia) . ... .o i i i e e e 75,000 25.000
Corporacidn Generaf Financiera, SLA. . ... .o i 47,370 15.790
Deya, S A e e e e e e e 32,340 10.780
Inversiones Ara, S.A. . . ... . . e e e 15,030 5.010
114473 o 55,260 18.420

300,000 100.000

Under the revised Corporations Law, Sogecable, S.A. must transfer 10% of income for each vear to the legal
reserve until the balance of this reserve reaches at least 20% of capital stock.
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The detail, by company, of the “Reserves at Consolidated Companies” caption as of March 31, 1999, is as
follows:

Thousands of

Pesetas
Reserves at companies consolidated by the global integration method:
Sogecable, S A.. .. e e e 32,522,286
Centro de Asistencia Telefonica, S.A. . ... ... i e 863,746
Gestion de Derechos Audiovisuales v Deportivas, SLA. ... .ot i 1,144,959
CanalSatélite Digital, S.L. . ... ... e (28.079.460)
Canal Club de Distribucién de Ocio y Cultura, S.A................. e - (773,043)
Sociedad General de Cine, S.A.. . ... i e e e (299,673)
S0gEDaG, S A L. e e e (209,263)
Compaiiia Independiente de Televisidn, S. L.. . ... ... . i i i T (23,502)
Cable ANIEna, S.A. . .t e e e e (67,565)
Cinemania, S, ... . e e e e (559,984)
Segecable Flthol. S L. .. .. e e (231,528)

4,286,973
Reserves at companies carried by the equity method:
Audiovisual Sport, S. L. . ... e (4.034,499)
Warner Lusomundo Cines de Espafia, SLA. ... ... i (22,532)
Compaiiia Independiente de Noticias de T.V., S.L.. .. ... . . (11,835)
Sogecable Musica, S.L.. ... ... . e e ~ (65,121)

(4,133,987)

152,986

(10) Minority interests o ’ B s

This caption in the accompanying consolidated balance sheet as of March 31, 1999, includes the equity of
" minority interests in the companies consolidated by the global integration method. The balances of this caption
relate substantially in full to the minority interests of CanalSatélite Digital, S.L.

The transactions recorded in the three-month period ended March 31, 1999, under the “Minority Interests”
caption are summarized as follows:

Thousands of

Pesetas
Balance at January 1, 1999 . ... e 603,082
Share in loss for the year. . . ... . e (184,260)
Capital increase disSbursements. . . ... ... .ottt e e 500,200
Acquisition of shareholdings . ... . ... .. ... e 41,850
Balance at March 31, 1999 . ... . e e e 962,872

(11) Guarantee deposits received

This caption in the accompanying consolidated balance sheet as of March 31, 1999, includes mainly the
guarantee deposits received from subscriber to Canal Plus. Cancellations in the three-month period ended March
31, 1999, amount to Pras. 920,658,000. The balance of this caption as of March 31, 1999, amounted to Ptas.
11,511,443,000.

As of March 31, 1999, the Company had recorded under the “Short-Term Guarantee Deposits Received™ caption
the estimated amounts claimable in subsequent years based on prior years' experience.
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(12) Payable to credit entities

As of March 31, 1999, the Group had credit lines with various finance entities with a limit of
Ptas. 95,997,054,000, against which approximately Ptas. 90,183,956,000 had been drawn down. These credit
lines. which bear interest at market rates, mature as follows:

Year Thousands of
Pesetas
100G . e e e e e 25,500,306
2000 . e e e e e e 718,091
2000 . . e e e e e e 3,965,356
Through 2005 . . ... . e e 60,000,000

90,182,956

On February 2, 1998, CanalSatélite Digital, S.L. arranged a syndicated loan of Ptas. 60,000 million, maturing at
seven vears and bearing interest at market rates. The finance entities that granted this loan consider that as of
March 31. 1999, this company had satisfactorily met the obligations envisaged in the loan covenant.

As of March 31. 1999, the Controlling Company and the other shareholders of Audiovisual Sport, S.L. were
guarantecing. in proportion 1o their percentages of ownership, this company’s debts to finance entities (bearing
interest at market rates) amounting to Pras. 50,000.000,0C0.

(13) Tax matters

Current corporate income tax regulations provide cerain tax incentives 1o encourage new investments.

The Group Companies have availed themselves of the tax benefits provided by these regulations and can deduct
the followinz amounts from their future corporate income tax charges, if any, as of March 31, 1999:

Film New Fixed Other Tax
Productions Assets Credits
1993 65,160 99—
1992, .. .. T N 127,736 I VAR —
1996 . . . e e R, 187,230 2,183 - . 19,171
OO — — . 35672
380,126 3,155 54,843

The Grour svanled wself of Pras. 31,175,000 of tax benefits provided by these regulations for the period ended
NMarch B puew

The receadtingtion of the loss per books for the three-month period ended March 31, 1999. to the tax base for
comuraic insomy tay purposes is as follows:

Thousands of

Pesetas
Consaitdated income for the period per books, before taxes .. ......... ... ... .. ... ... (3,884,870)
Timinyg end pormunent differences. .. .. ..o e s (1,932,048)
T TR (5,816,918)

The Group Compznies have various years open for review by the tax inspection autherities for all the taxes
applicable to them. No additional material liabilities are expected to arise for the Companies as a resuit of
inspection ol the open years.
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(14) Revenues and expenses

The detail, by line of business, of the Consolidated Group’s net sales for the three-month period ended March 31,
1999, is as follows: ’

Thousands of

Pesetas
SUDSCII DTS . L . ot 25,754,283
a3t 113 1Y PO 1,049,878
Rental of adaprers. . ... oo e e 583,722
Management of Hights . . .. ... . 1,357,306
OHher . ot e e e e e e 957,446
29,702,635

The detail of the transactions with associated companies is as follows:

Thousands of

Pesetas
Revenues:
P Xd 4 1 T T 2 1,049,878
14T P 279,857
1,329,735
Expenses: .
Purchases .. .......oouvieneean... S 6.582,993
Other OPETaliNg EXPENSES. .« vt v ittt e e et et e e e e 582,814
7,165,807
Employees
The average number of permanent employees in the three-month period ended March 31, 1999, by category, was
as follows: __ L
' . Number of
Employees
MaNAgETS . . . ot e 61
Department Reads ... ... oottt e e e e e 129
Other emMplOYeeS . . .ottt e 1.013

1,203

Under current labor regulations, the Group is required 10 make indemnity payments to employees terminated
under certain conditions. Management of the Companies does not foresee any terminations making it necessary to
record a provision in this connection.
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Income (Loss) by Company

The detail of the contribution of each consolidated company to the results in the three-month period ended March
31, 1999, is as follows:

Thousands of Pesetas

Income (Loss)
Income (Loss) Attributed to

Attributed to Minority
the Group Interests Total

Sogecable, S A ... ... . e (1,007,147) —_ (1,007,147)
Centro de Asistencia Telefonmica, SA. ... ... ... .. ... ..... 168,674 498 169,172
Gestion de Derechos Audiovisuales y Deportivos, S.A. ... .. .. {1,039,669) —  {1,039,669)
CanalSatélite Digital, SA.. . ... ... ... ... o (2,027,500) (164,448)  (2,191,948)
Canal Club de Distribucion de Ocio v Cultura, S.A........... (59.802) — (59,802)
Sociedad General de Cine, S.A.. ... ... .. i iiennnn 3,591 —_— 3,591
S0gepag, S.A. . e e 27,665 _ 27,665
Cable Antena, S.A. . ..ttt e 17,103 — 17,103
Compafiia Independiente de Televisidn, S.L. ............... (249,889) —_ (249,889)
Cinemania, S.L. ... ... .. . . . e (33,258) —_ (55,258)
Sogecable Fitbol, S.L.. ... ... ... i (254,733) —_ (254,733)
Associated companies—

Audiovisual Sport, SL. .. .. .. e (1,826,090) — (1,826,090)

Warner Lusomundo Cines de Espafia, SAA................ 8,988 —_ - 8,988

Compaiiia Independiente de Noticias de Television, S.L. . ... (31,284) — {31,284

Sogecable Misica, S.L. . ... ... ... ... ... .. ... . ... (15,143) — (15,143)
Consolidation adjustments . .. ........viiiunennevnen.n 5,186,140 (20,310) 5,533,058
Total . e e (1,154,356) (184,260) (1,338,616)
(13) Guarantees ’ ST

" As of March 31, 1999, the Controlling Company and its dependent companies had guarantee facilities with
various finance entities, of which Ptas. 6,381,775,000 had been drawn. ’

{16) Directors’ remuneration and other benefits

The Companies have not granted any advances or loans to their Board members. During the three-month period
ended March 31, 1999, the directors of the Controlling Company eamed remuneration amounting to Ptas.
21,500,000.

The Companies do not have any pension or insurance payment commitments to the directors.

{17) Future commitments

The Controlling Company and its Group have entered into certain purchase and sale agreements with various
suppliers and consumers for future program broadcasting rights and for publicity and sporting rights. These
commitments guarantee coverage of the Group Companies’ programming needs in the related years.
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As of March 31, 1999, the Controlling Company and its Group had peseta and foreign currency payment and
collection commitments amounting to approximately Ptas. 324,548,224,000. The net amounts arising under these
commitments are payable as follows:

Amount in

Thousands of
Pesetas at the

Year-End

Exchange
Year Rates
100G e e e 31,636,071
2000 . L e e e e e e 47,688,918
200 L L e e e 50,422,542
200 . . 33,640,782
2003 . e e e e e e 40,235,763
Remainder through 2008 .. ... .. ... e e 100,930,148

324,548,224

The obligation w0 pay the amounts agreed in the purchase agreemenis are solely dependent on the suppliers
fulfilling the contractually established terms and conditions.

(18) Subsequent events

On May 18, 1999, the Shareholders’ Meeting of Sogecable, S.A. resolved to redenominate the capital stock in
euros, by applving the Puas. 166.386/euro conversion rate to the capital stock amount at that time
(Ptas. 30,000.000,000). Consequently, the capital stock amounted 0 euros 180,303,631.32, and the par value
of each share to euros 601.012104, following application of the procedure envisaged in Law 46/98,

The Shareholders’ Meeting then resolved to increase capital by euros 296,368.68, with a charge to the voluntary
reserve, by increasing the par value of each share by euros 0.987896 1o euros 602 per share.

Tt was also resolved to decrease the par value of the shares to euros 2 per share, simuhaneouly increasing the
Company's number of shares in the proportion of 301 new shares for everv old share.

Consequently, the capital stock amount is set at euros 180,600,000 and consists of 90,300,000 fully paid
registered shares of euros 2 par value each.

The Shareholders’ Meeting also resolved to make a public offering for the sale of Sogecable, S.A. shares for
shareholders notifving the Board of Directors of their interest in availing themselves thereof within forty calendar
days from the date of the Shareholders’ Meeting, and authorized the Board of Directors to increase the
Company’s capital stock by a maximum par value of euros 30,000,000, through issuance of up 1o 15.000,000
shares of euros 2 par value each, through a public offering for subscription of shares. It was also resolved to
request admission to listing in the Madrid, Barcelona, Bilbao and Valencia stock exchanges and inclusion in the
Spanish computerized trading system (continuous market).

As of March 31, 1999, cerain group companies had accumulated losses exceeding one-half of their capital stock.
The Spanish Corporations Law and the Spanish Limited Liability Companies Law establish in these cases that the
company must be dissolved unless capital is sufficiently increased or reduced. The directors will propose to the
Shareholders’ Meetings, by the legally stipulated deadline, the measures required to restore net worth
equilibrium.

On May 18, 1999, the Shareholders’ Meeting of CanalSatéliie Digital, S.L. resolved to increase capital by
Pras. 6,000,000,000, of which Pias. 5,545,800,000 related to Sogecable, S.A., to be paid by the shareholders
within one month. it was then resolved to reduce capital by Ptas. 12,188,300,000 10 offset prior vears’ losses.

Also on that date, the Shareholders’ Meeting of Canal Club de Distribucién de Ocio y Cultura, S.A. resolved 1o
carry out a capital increase of Ptas. 144,800,000, which was fully subscribed and paid by Sogecable, S.A. and
then to reduce capital by Ptas. 284,800,000 to offset prior vears® losses.

On May 18, 1999, the Shareholders’ Meeting of Cinemania, S.L. resolved to carry out a capital increase of

Ptas. 434,980,000, which was fully paid by its shareholders, and 1o reduce capital by Ptas. 359,980,000 to offset
prior vears’ losses.
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(19) “Year 20007 issue

As of March 31, 1999, the foreseeable impact of the Year 2000 Issue on the computer and production systems of
the Controlling Company and of the dependent companies had been assessed, and it is considered that it will not
be significant either at present or in the future and. consequently, that it will not have any effect on these
censolidated financial statements.

(20) Explanation added for translation to English

These consolidated financial statements are presented on the basis of accounting principles generaily accepted in
Spain. Cenain accounting practices applied by the Group that conform with generally accepted accounting
principles in Spain may not conform with generally accepted accoun:ing principles in other countries.

F-47




FriNedd 606
788'9L 00'08

W) or'et

— 000
€208 9999
- (X% %
0s 100
e 6660
oy 100
000'001") 66°66
000'006 LY
pS1°61S £LEE
9¥9 100
- 6666
0l 100
109°€8L 6666
— 6666

098°206'Tl | 626
978'950°C 6666
000°658 0L'66

TY'S MOISIANAY, ap ddtpuadapuy eyseduio;)
Vg apquasiios

V' apgeaatioy

V8 soatadacy £ sapensiaompiy so1243¢g 9P HOUSIy

VS aguaadog

1S ‘upIsiadd 4, ap swoipuadapuy epedivo;)y
‘vs ‘bedaiiog

IS UOISIADLR L, B udipuaddapy) eipeduio;)
IS uOIsiAaa ), op udtpuddapuy eypediwny
v'§ ‘opquaddog

VS taun) Op (eronal) pupndos

Vg 9quasiog

v's ‘brdaiog

WS apqeaddoy

“ES 'UISIADY 3 dumpnadapu euedwior)
Vg oquadiog

‘¥'g ‘ajquaadoy

Vg ‘ageasdoy

‘¥'g 'aquaddoy

v’y “oquaddog

SPOUUTYD uOISTAD}aL DY) JO oI
S[AILYD UOISIARI RO Jo uoned)

stujy g0 Jumoys
SHETL QERSIAQIPNG Jo wapnguustp pue juatuadeaty

S[AUNEYD UOISIAI[D) InEwARy Jo wonwradQ
S|V HOISIADDN INENMDf Jo uamad()

SINALDS UUSIAIDI ML)

Sl [easiaoipne jo wounguisIp pae uaiddeutiy
spyu enstavipne jo uowtueyy

SIYTTU (enSIAOIPIE JO UWDTUIRIL PUE YONINPOI]
sajes Jojee)

SPIALS UAISIAD]D ),

s eastaopne go juomodeueyy
S90ARY

puptpyg o

PP TE "YIA uian)
L 20Ty OfgE,| 7y

SePUIYDI Y | Eajesy

THDPIWY £ Lp ‘penodeigy

PUPEW TE A v
PUPE 2 "CIA tiesg)y

DPUPEN 2¢ 'BIA LE

PUPEN Z€ “UIA tear)

PUPTIN ZE "UIA U

PUPRIA 7L "RIA ue)
PHPEW g ‘UA nes
PUPEN € ‘UIA uEI)
PUPEIN ¢ TIA ueL)
PUPEN Z¢ "HIA ueany

asy agraadoy
oy

QISIAD) ). O SCIOHON 3P djuaipusdapu) ejyedwio))

V'S teyudsy 9p SO opumuosney sy

1§ "podg |eastaoypny

“FS 1equy ajquoaioy

S femenag)

cunuy Ipqed)
vy ‘bedadoy

SUQISIANAL, P uapuadapu] gputduro, )

V'S D) Op Jernuary pepaiioeg

V'S CEmn;) £ 0130 Op u0InqIysIC] ap gnf)y o)
1 anpegyeae)
VS SoAmodag £ SIERSIAOIPIY SOWINI() IP MONSI)
VS AU, EIUISISY O 0Id))

anjep %

SI3ISg Jo spuusnoy

dmpiogy oy Juppmgy Suedmo))

SsIUgSag] Jo ug]

NYJO sy

ey

1 LISIHXY

6661 ‘1€ HOUVIN A0 SV STINVIWOD AALVIIOSSY ANV INFUNALIA d4LVATIOSNOD

F-48




SOGECABLE, S.A.
AND DEPENDENT COMPANIES (CONSOLIDATED GROUP)

SPECIAL REPORT ON COMPILATION OF STATEMENTS
OF CONSOLIDATED CASH FLOWS

To the Directors of Sogecable, S.A.:
Gentlemen:

Spanish GAAP do not require presentation of a statement of cash flows in the financial statements.
Therefore, and for the purposes of the analysis of the financial position of Sogecable, S.A. and its Dependent
Companies (Sogecable Group) in the context of the offering of shares pursuant to this Offering Memorandum, we
have compiled the Statements of Consolidated Cash Flows included in the accompanying Exhibit prepared
following the methodology of IAS 7 requirements and omitting any required disclosures from such Statements.
Such statements have been prepared for the purpose of presenting complementary analytical accounting
information on the consolidated financial statements for the years ended December 31, 1998, 1997 and 1996, 2nd
the consolidated financial statements for the three-month period ended March 31, 1999, of the Sogecable Group.
A compilation is the presentation of certain information in the form of financial statements. The preparation of
such information is the responsibility of the Company.

Our responsibility is 1o report on the accompanying Statements of Consolidated Cash Flows prepared based
on the financial statement amounts reported under Spanish GAAP.

The accompanying Statements of Consolidated Cash Flows have been prepared for the purpose explained in
the first paragraph above and may not be suitable for other purposes. Accordingly, they do not substitute, in any
way, the information on which they are based and, therefore, should be analyzed in the context of the
Consolidated Financial Statements for the years ended December 31, 1998, 1997 and 1996, which where audited
by us, and the unaudited consolidated financial statements as of March 31, 1999, of the Sogecable Group, the
reports on which are included elsewhere in this Memorandum.

In our opinion, the Statements of Consolidated Cash Flows presented in the accompanying Exhibit have
been properly compiled, following the methedology of [AS 7 requirements and omitting any required disclosures
from such Statements, from the consolidated financial statements for the vears ended December 31, 1998, 1997,
1996 and 1995, and the consolidated financial statements as of March 31, 1999, of the Sogecable Group.

Very truly vours,

ARTHUR ANDERSEN

José A. Rodriguez Gil
May 25, 1999
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CASH FL

Statements of Consolidated Cash Flows for the years 1996, 1997 and 1998 and the three mo

1996
Cash provided by operations—
Net income (loss) . ... .. e e O e 6.1
Depreciation and amortization. . . . . e e e e e 7.
o £ T PP :
Decrease (InCrease) in INVeMIOMIEs . .. . ... o ottt e e e e e (1,:
Decrease (increase) in receivables, net. .. ... e e e e e . (24,
Decrease (increase) in prepaid eXpenses. .. ...o.vinin e e i 1,
Increase (decrease) in accounts payvable . .. ... e e e e 26,¢
Cash provided by operations. .. ... ... ... . 17,1
Cash flow from investing activities—
SUart-up eXPENSes INVESIMENTS . . .ot \ vt vttt ettt e e e e e e e e e e e e e e "
Intangible aSSElS INMVESIMENTS . . ... ... L .ttt ittt et et e et e e e (36,"
Tangible fixed asseis INVESIMERIS. ... .. .. i e e (20,:
Long-term financial investments ......... e e e e e e e e . ¢
Tax credits and timing differences. . ... ... ... L o o L e e
Goodwill in consolidation . . . ... ... . (:
MINOMIN TICIESLS .« . Lttt ittt e et et e e e e e e
OUBer INVESIMENLS, MEL. Lottt vt ettt e ettt e e e e e ¢
Sales and retirement of fixed @SSelS . .. . oottt e e e 1.:
Cash from (used in) investing activities. . ... ... . ... ... .. . .. ... (57,¢
Cush flow from financing activities—

Increuse cupital SIOCK. Lo oL e e e ot
Netnervase (reduction) in long-term debt . . oL Lol e "30,¢
Netinereuse (reduction) in shont-term borrowings ..o L o e 13,4
Puvmont of dividends oo L e e 2,z
Cash from (uscd in) financing activities .. ... ... B e e e e 43,8
N neTease TACETCASE) 1M CBSN L .ttt e i e e e S 3,
Casir gl ~hon-term financial investments at beginning of year ... ... ... .. .. . ... . . .. 8.:
Cash and short-term financial investments atend of year . ... ... ... ... ... ... .. it 11,7
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"ATEMENTS

riod ended March 31, 1999 prepared based on the financial statement amounts reported under Spanish GAAP.

Millions of Pesetas

1997 1998 03/31/1999

296 (3.656) (1,154)
13.003 20,453 4,498
35 134 1,370
(6,497) (1,612) (122)
{13,981) 1,846 (203)
(1.090) (2,447) . (751
30,642 (19,723) (7,798)
22,428 (5,005) (4,160)
(6,737) (2,395) @1
(12,190) (11,974) (1,235)
(23.944) (22,284) (1,743)
(10.822) (45) (113)
(9.097) (12.677) (2,594)
(447) {1,207) —_
1,138 (630) 338
797 (521) (133)
1,621 17,632 1.530
(59,681) (34,081) (4,185)
10,000 » — 10,000
(6,707) 52,826 (1,179)
25873 (13,881) (1,907)
29,166 38,945 6,914
(8,087) (141) (1,431)
11,729 3,642 3,501

3,642 3,501 2,070
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ANNEX A
SUMMARY OF CERTAIN DIFFERENCES BETWEEN SPANISH GAAP AND U.S. GAAP

The financials statements of the Company have been prepared in accordance with generally accepted
accounting principles in Spain (Spanish GAAP) which in certain areas differ from generally accepted accounting
principles in the United States (U.S. GAAP).

The following paragraphs summarize the areas in which differences between Spanish GAAP and U.S.
GAAP could be significant to the Company’s result of the operations and financial condition as of December 31,
1998. The organizations that promulgate US GAAP have projects ongoing that could have a sufficient impact on
future comparisons such as those. The Company has not prepared financial statements in accordance with U.S.
GAAP and, accordingly, cannot offer any assurances that the differences described below would, in fact, be the
accounting principles creating the greatest differences between financial statements of the Company prepared
under U.S. GAAP and under Spanish GAAP. In addition, the Company cannot estimate the net effect that
applying U.S. GAAP would have on its results of operations or financial position, or any component thereof, in
any of the presentations of financial information in the Memorandum. However, the effect of such differences
may be, individually or in the aggregate, material, and in particular, it may be that the consclidated income (loss)
and total sharcholders” equity, prepared on the basis of U.S. GAAP would be materially different due to these
differences. The following summary may not include 2l differences which exist between Spanish GAAP and
U.S. GAAP. No attempt has been made w0 identify disclosure, presentation or classification differences that
would affect the manner in which transactions and events are presented in the financial statements.

Goodwill
Under Spanish GAAP, goodwill is capitalized and amortized in the income statement systematically over a
period not exceeding 10 vears (20 years for annual account prepared since December 31, 1998).

Under U.S. GAAP, goodwill is amortized to income systematically over the period estimated to be
benefited, not to exceed 40 years.

Foreign currency gains and losses

Unrealized gains which result from exchange rate variations in relation to foreign currency denominated

‘balances are deferred and recognized as income when the transaction is realized. Under U.S. GAAP these.

exchange differences are recognized as income.

Extraordinary Income and Expenses

The Company has recorded certain income and expenses as extraordinary in the income statement. Under
U.S. GAAP, these income and expenses items would not have been classified as extraordinary items but rather
included in the determination of operating results.

Income tax

In accordance with Spanish GAAP, deferred tax assets may only be recorded when a company reasonably
estimates that the amount thereof will be recovered in the future, Deferred tax assets in respect of loss
carryforwards may only be recognized when the related losses are considered to be exceptional and are expected
to be offset by future income, and are expected to reverse within ten vears.

Under U.S. GAAP, all deferred tax assets and tax credits in respect of loss camryforwards are recognized.
Nevertheless, deferred tax assets must be reduced by a valuation allowance if, based on the weight of available
evidence, it is more likely than not that a centain portion of the deferred tax assets will not be realized.

Presentation

The statutory annual account in Spain comprise the balance sheet, statement of profit and loss and the notes
therete. Detail of changes in shareholders’ equity and a disclosure of source and application of funds must be
included in the notes. Nevertheless, the primary financial statements required under U.S. GAAP comprise not
only the balance sheet and the statement of profit and loss, but also a statement of cash flows, a statement of
changes in shareholders’ equity and a statement of comprehensive income.

The format and the level of disclosure in the profit and loss accounts follows local regulations. These are
significantly different from those required under U.S. GAAP.




Deferred Expenses

a) Stock issuance expenses. In accordance with Spanish GAAP, costs associated with stock capital increases
are capitalized and amortized over five years. US GAAP requires stock issuance expenses to be netted
against the proceeds from the capital increase.

b) Start up Expenses. Under Spanish GAAP such costs are generally capitalized and amortized to income over
the period estimated to be benefited. Under U.S. GAAP such costs are expensed as incurred.

Earnings per share

Spanish GAAP does nort require disclosure of eamings per share information. U.S. GAAP requires the
presentation of basic and diluted earnings per share on the face of the income statement.




ANNEX B

SUMMARY FINANCIAL INFORMATION RELATING TO CERTAIN SUBSIDIARIES
OF THE GROUP

The following table shows selected finznical information for Gestsport, for the three years ended December
31, 1996, 1997 and 1998:

Gestsport
1998 1997 1996
Ptas (million)

Fixed ASSets . ... oottt e 6,228 22,248 14,506
Working Capital' . . ... ... . ... 10,484 3,547 3,828
Shareholders’ Equity ... ... ... .. o i 3,096 207 . 2,487
Payable to Credit Entities . ........ ..ot onn 711 8,375 8,228
ReVENUES . ..t e 6,919 8,226 6,756
Operating Income (LOSS). .. .. ..o i (1,730) (2,504) 320
NetIncome (Loss). .. ..o e (103) (2,280} 0

The following table shows selected financial information for CATSA. for the three vears cnded December
31, 1996, 1997 and 1998:

CATSA
1998 1997 1996
Ptas (million)

Fixed ASSetS . . .. ottt e e 1,798 1,661 1,012
Working Capital ™. . ... L 370 (796) (593)
Shareholders” Equity . .. ... ... .. o 1,206 875 432
Payable to Credit Entities . .. .. ............. ... ... 1,015 — _
REVENUES .. e e 5,812 4,903 2,593
Operating Income (foss) ....... ... . ... .. ... .. ... ... 553 601 - 70
Net Income (Loss). .. ..o 332 442 76

The following table shows selected financial information for Sogecine. for the three years ended December
31, 1996, 1997 and 1998: i

Sogecine
1998 1997 1996
Ptas (million)

Fixed ASSels . . ... oo i e 3.370 5,243 4,798
Working Capital /. ... ... 2,307 (2,776) (3.863)
Shareholders” Equity . ... ... ... .. .. L 780 849 1,000
Payable to Credit Emtities . ... ... .. .. ... e 1,104 1,613 —
REVEIIUES .o ittt e ettt e et e et 2,778 2,218 —
Operating Income (1088} ...« vttt ii i it (444) (300) —
NetIncome (10SS) . .. oo oo ittt i e (6%9) (151) —

The following table shows selected financial information for Sogepaq for the three years ended Decemnber
31, 1996. 1997 and 1998:

[s7
Sogepaq 1998 1997 1996
Ptas (million)
Fixed ASSelS . . .. v et e 8,762 10,548 5,899
Working Capital. . ... .. (2,227) 4.757) (2,142)
Shareholders” Equity . . ... ... oo 1,530 1,613 1,882
Pavable 10 Credit Entities . ... ... .. it 5,066 4,138 1,850
Revenues .. ... . i e 5,228 3,580 4,202
Operating Income (loss) . ... ... i 161 152 340
Net Income (JOSS) « oot oo it e (83) (144) 188

(1) Working Capital is defined as current assets (excluding cash and temporary financial investments) minus current liabilities (excluding
short-term payable to credit entities).
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